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23 May 1996 / 

The Hon. William J. Pcny w 
The Hon. MaJoolm L. Rifkind 
Mr.CarlBildt 
Mr. Richard C. Holbrooke 
Maja Banck, Executive Secretary 
Bilderberg conference: ^ 

Your sessions on Friday 31 1996 
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Lord Carrington would like to discuss the procedure at your sessions widi 
you and invite you to a breakfast meeting on Friday, May 31, at 7:30 a.m. 

A table will be reserved for you in The Music Room at the CISC Centre. 
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The Hon. Williani J. Periy 
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Maja Bssch, Eieeutive Secretary 
1996 conferentie 
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February 9, 1996 '* '■ }c- . 

The Honorable WUUais J. P cn y 
SecTctaiy of DcfeASfi 
The Peotagoo, Room 3E944 
Washington, D.C. 20301-1000 
PAX: {703)697-7381 

Dear Mr. Secretary: 


I am delighted to hear from VsnKm Jordan that you nay be able to join us at the next 
Bildcrberg Meeting to be held outwde of Toronto, Canada on the evening of May 30 through 
lunch on Sunday, June 2, 1996. Mdba Boling, in yooi office, indicated that you might be 
available for dinner on the 30tb and the morning of the 3 ist. 

May I suggest that you join us for dinner utd then address the coaferaicc parheipantfi 
first thing on the 31st. I would be glad to work with your staff in identifying a topic for your 
remarks which fits comfortably imo the agenda of the conference which will be foensed on the 
political, economic, and security issues eoafrootiag the Atlantic eommunity. 

1 am' attaching a provislonai li&t of attendees for your infonnation. I would be pleased to 
respond to any questions you or your staff might have. I can be reached at Georgetown 
University at (202) 687-6279. 

It will, of course, be a personal pleasure for me to see yonr again and to welcome you to 
Bilderberg. 

Sincerely, 


CasimlrA. Yost 
Hoaonuy Secretory General 
for the Uuited Stares 

Attachment 
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9 May 1996 SiiCRE i ARY C" TERENSE 

The Hon, WHliani J, Periy 
1.703,697 90S0 

Maja Banck, Eiecuttve Secretary 
1375 

Agenda Toronta Conference 
1 


Annexed is the preliminary agenda for the forthcoming Bilderbcrg Meeting, 
near Toronto, May 30-June 2,1996. 

Early next week the current list of participants and four background papers 
wDl be mailed to you. 
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bilderbi:hg meetings 

Cci^ Kiog Qly, cearTotocto, r«naiij^ 
May3(Miint2,l9% 

PRELIMENARV AGENDA 

SPKAKESS 

WmiamJ.Ptitiy[USJ 


CufBa(k[S) 

J(iclund C. HolbrodET [USJ 


RUSSIA^ POLITICAL FORCES AND ECONOMIC Andm Aalrod [SI. bacteim^ 

PROSPECTS FranzVraniUl^IA] 



EUROPE: THB KHJTICS OF EU ENLARGEMENT 

BAS EUROPE'S ECONOMY RUN OUT OF STEAM? 
THEI^ACXNDA 

ARE THERE LINTIS TO GLOBAL1ZATION7 


Tiffiodl^ GanoilAsh [GB], hadcgramd papy 
Picnel^Bindie [F] 

Cyoigy Sarv^ [{Q 

Percy Rvfiievik(S[ 

Utfkh Cvldliai 

Fau] A Gigot [US] 

GcoiRe StqdiaaiopRkis [C^] 


^ifiTlinS. Feldstdfl [US] 

John MoAs [OBJ 

SylTta OsAy tacIqgRjiBd pq^ 


YOIERE IS<SUVA GOING? 


Ouui W. FiEonn, A. [USJ, tKMksmnd papv 
HemyA IGsni^JUS] 

Wms<oat(ni[US| 


FMay]9M 

MODERATORS 
Fc0 Cacrotgjoo 

Pder CvrmgUm 

Christoph BoliaaL 

Peter D. SidhtrUod 


Ccbys^M, Block 


lAiibeitoAgDcfli 


HecryA Kjamgar 
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WTO AND world BANK: BRIEPING 
CURRENT EVENTS 


Rauto Riaggnu PNT] 
James D. Wolfensolka [[NT| 
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The Hon. William J. Perry 
Secretary of Defense 
U S. Department of Defense 
The Pentagon 

WASHINGTON, D.C. 20301-1000 
USA. 


18 March 1996 


Subject: Bilderberg Meeting near Toronto, Canada from the evening of Thursday, 
May 30 througli lunch on Sunday, June 2, 1996 


Dear Mr, Perry, 


Thank you for confinning your participaiioii in the fonheoming conference. 

I am pleased to enclose: 

1 The current list of participants. If you wish to have changes made in the way 
your affiliation is mentioned, please let me know before May 15, the 
suggested corrections will then be made in the next version. 

2. The preliminary agenda. 

3. The notice to participants, detailing various airangeraents. 

4. A travel advisory form. Please do follow the instnictians about completing 
this form and return it as soon as possible by fax to the Bilderberg office 
in Amsterdam (fax nr, +31 20 624 4299). This will assure prompt reception 
at points of arrival, timely transportation and smooth departure. 
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5 Special Bilderbcrg labels for rapid identification at the reception points; 
please attach these to ali your luggage. 

6. A copy of your biography which we have on file. Please return it to me with 
any changes you may wish to make, or advise me that it may be used as it is 
for the 1996 Profiles of Participant s which, as you know, will be distributed 
to all participants at the conference 

I would like to take this opportunity to ask you to send rne 
• a copy of a recent passport photograph, marking your name oa the back 
The photograph will appear on your security badge. 


Please note that all participants are expected to stay through the entire conference 
and to join in all of the conference programme, wliich begins Thursday before 
dinner. 

Participants are strongly urged not to bring personal staff unless prior agreed 
with the Honorary Secretary General. 

Please do not hesitate to contact me if you have any questions about the 
conference. 


Yours sincerely. 



Maja Banck (mis.) 
Executive Secretary 


Enclosures 









CHARACTER OF MEETING 


• Participants arc expected lo stay through the entire conference and lo 
join in all of the confence programme (which begins Thursday 
before dinner), unless otherwise agreed with the Chairman 

• The meetings do not formulate policies or reach conclusions, and no 
resolutions are submitted fbt discussion or vote 

The sole purpose of the debate is to have an exchange of views about 
the issues on the agenda, from which participants are free to draw 
their own conclusions 


• Participants attend in a private capacity, irrespective of their oflicial 
position. 

Fruitful discussions are enhanced by an atmosphere of mutual trust in 
which partidpanis can express themselves freely All discussions are 
therefore private and olf-the^record; tlw; press is excluded from the 
meetings. 


• A list of participants and the agenda will be made available to the 
press the day the confeience starts, 

Parlicipants arc expected not to give inleiviews to the press during 
the meeting. A point wWch should be strictly adhered to in contacts 
with the news media, is that ro attribution should be made to 
Individual participants of what was discussed during the meeting. 


• The summary report of the conference Includes the names of ail 
participants and opinions are summarized, speakers are not rcfeiTed 
lo by name This report is circulated only to participants, foinier 
paniciparils of the Bilderberg Meetings and sponsors. 





CONFERENCE PROGRAMME 1996 


• Participants should plan to arrive at the CIBC Centre on Thursday, 

May 30. Drinks will be served from 19.00, buffet dinner will be 
served from 20IX). Working sessions sun daily at 08.30 and end 
before dinner, with a recreation break on Saturday from lundi till 

17.00 a 

• The closing session on Sun Jay will lake place from 8 30 until II 00 , ' 

Buffet lunch will be served at 12 00 noon. I 

PLACE OF THE MEETING 

The meeline will be held at the CIBC Centre, King City. near Toronto, 

Canada. The full address is: 

CIBC Centre 
12750 Jane Street 
R.R. # r 

King City. Ontario LOG 1KO 
Canada 

Phone +1,905 833 3086 

Fan +1.905.833 3075 

The CIBC Centre has been reserved exclusively for the meeiing and all 
activities will take place there. 

Weather in June is usually pleasant, but the evenings lend to be chilly. 

Guests should bring a sweater and/or a raincoat 

ACCOMPANYING AND SECURITY STAFF 

Participants are strongly urged not to bring personal staff However, ^ 
participants who must be accompanied by personal staff should be aware 
that staff cannot attend sessions nor share meals at participants' tables: i 

a separate dining room will be provided. 
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^ Accompanying personal and security staff will be 
accommodated at their own expense. 


SPOUSES 

It is emphasized that participants may rot bring spouses to Bilderberg 
Meetings. Our staff is prepared to assist spouses travelling with 
paiticiparts in finding suitable accommodation elsewhere. 

EXPENSES 

• Rooms, meals, wines, and pre-dinner cocklnils will be provided free 
of charge to participants from dinner on Thursday, May 30 through 
lunch on Sunday, June 2. 

• Personal cliargus, such as telecommunication, laundry, room service, 
bar bills etc. will be at participants'own expense. 

CONFERENCE PORTFOLIOS 

On arrival paiticipanls will receive detailed mformatlon on the schedule 
and procedures of the conference, lay-ouC of the »te, seating 
arrangements in the conference room, ihefirwl list of participants, and 
other supporting information 

CONFERENCE LANGUAGE 

The official language of the conference is Engli^. 
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kix:reation 


The CIBC Centre offers an indoor and outdoor swiminmg pool, a tennis, 
squash and rackeiball court, a jogging track and Illness rooms. 


TKANSrOK I AllOIN AND RECEPTION 

• The CIHC Centre is at about 20 minutes drive by car from Toronto 
Airport Participants are expected lo make their own Iravd 
arrangements to the reception point in Toronto and from (hts point to 
their next cicstinations. Transport will be provided by the host couirtrv 
between the rcccpliotVdeparture point and tlic CIBC Centre 

* Participants arriving by commercial and privale planes will be met at 
Toronto Airpon by hostesses who will show the Dildciberg ^y 1 nbol 
(similar to (he Bildci berg luggage labels enclosed) A p^irlidpnnt who 
Ihils lomakc contact with a ]io:>tess should telephone the liildubcrg 
Transportatinn Desk at the CIBC Centre; 

PiKJiie I I 905 833 3086 

Fax I 1.905,833 3075 


SecuHly requires that all participants attach 
the enclosed Dildcrherg labels tu all their luggage, 
including their hand luggage 





BILDERBERG MEETINGS 


CIRC Centre, Kmg Cit>', Dear Toronto^ Canada 
May ?0-June 2. 1996 

TRAVEL ADVISORY FORM 


NAME and iniUaJd 
ADDRESS_ 


TELEPHONE 

TPIFFAX 

A RRIV AL INFORMATION 

□ AIR 

Dale of arrival 

Ttmc r>r anhva] 

From 

Aiiiine and flieht numher PnvBi« nircraft 

PUcc of arrival 

□ TORONTO 

□ OTHER 

□ ROAD 

Dale Of arrival 

Fjipected time nf Arrival al CIBC Ccicre 

Car 

_Repistralion number Kfimr of driver 

DEPARTURE INFORMATION 

AIR 

Date ofifeoartitre 

Time of dcpartiire 

AimMi 


Airline and flichi number 

Privflie aircraft 

n ROAD 

Dale of departure 

Time nf departure from CIBC Centre 

instructions 



AJJ participants we requested lo ocnnpictc this fona and return ii by fax ip. BilJcibcra Moedogs. Amsterdam, Tbe Neihcriands 

F«xor.:+JlW«24 4199 

Advise promplly any change in prcviousJy rqwated travel infcm-.elinn to ensure bdng oiel on nmva! at the rwptjoo points m 
Toronio 

Attach Bildcrbcrg iiavcl labels to ALL your luggage including vour hand luggage:, to facilitate reoeptiDB arraricements at points 
ttfamvai 


SIGNATURE 


DATE 


r 



Witliam J, Peri^ 

William Perry (1927) was sworn in as Secretary of Defense in February 
1994, having served as Deputy Secretary since March 1993. Prior to these 
positions he was Chairman of Technolt^ Strategies Alliances; Professor, 
School ofEngineering, Stanford University; and Co-Director, Stanford’s 
Center for International Security and Arms Control. From 1977 to 1981 
Dr. Perry was Under Secretary of Defense for Research and Engineering 
responsible for weapon systems procurement and all research and 
development. His prior career includes: Founder and President, ESL Inc.; 
Director, Sylvania/General Telephone’s Electronic Defense Laboratories; 
and Executive Vice President, Hambrecht and Quist Inc. Dr. Perry is a 
member of (he National Academy of Engineering and a fellow of the 
American Academy of Arts and Sciences. He has served as a Director, 
FMC Corporation and United Technologies, and has been a trustee of the 
Carnegie Endowment for International Peace. He served on the 
President’s Foreign Intelligence Advisory Board and the Technical 
Review Panel of the U.S. Senate’s Select Committee on Intelligence, was 
a member of the Carnegie Commission on Science, Technology and 
Government, and the Committee on International Security and Anns 
Control, National Academy of Science. Dr. Perry received his B.S and 

M.S. from Stanford University and his Ph.D. from Penn State (all in 
mathematics). 


CONFIDENT14L 
NOT FOR CIRCULATION 


Chairman 

GB Camngtoiv Peier 


BILDERBERG MEETINGS 

CIBC Cenvt. King Cil>\ near T aronto, Canada 
M4y30-June2.1996 


CURRENT LIST OF PARTICIPANTS 


STATUS 20 March 1996 



Fonn«^ Chairman of the Board, Christie's btemaiionai pic; Former 
Secretary General. NATO 


Honorary Secretary General for Europeand Canada 

NL HalberstadL Victor Professor afPublie Econcmics, Leiden Univenity 

Honorary Secretary General for 


USA 

Yost. Casimir A. 

1 

A^elli. Giov'onni 

r 

Agnelli. Umbcrto 

USA 

Allaire. Paul A. 

USA 

Andreas. Dwayne 

S 

Aslund. Anders 

P 

Balsemao. Francisco Pimo 

s 

Bamcvik. Percy 

USA 

Bentsen, Llox'd M. 

1 

Bemabe, Franco 

D 

Bertram. Christoph 

NL 

Bcugel, Ernst H. van der 


TR. Bervazit, SeJnhauui 
TNT Bij’dL Carl 
CDN Black. Conrad M 
NL Bolkestein, Frits 
USA Brvan, John H 
USA BJndy, WiHiain P. 

GR. Cairas. Costa 
U Canejiteh. Ulrich 
£ Carvajaf Urt^uijo. Jaime 
F CoHomb, Bertrand 
GB Cook. Robin 
USA Corzinc- Jon S. 

CH CouLFlavio 
USA Dam. Kenneth VV. 


Director. Institute for the Study orD^pbrnacy. School of Foreign 
Service. Gecrgeiosm Universitj', Washington 

Honorary'Cliairman. Fiat S.p.A. 

Chairman [FIL 

Chairman. Xerox Corporation 

Chairman. Archer-Danicts-Midl and Company 

Professor of Economics, Carnegie Endowment for lotcmational Peace 

Professor of Communication Science, New University, Lisbon; 

Chainnan. 5o)omal sarL Pormer Prime Minister 

President and Clwcf Executive OfTjcer. ABB Asea Bfovm Boveri Ltd. 

Former Secrewry of the Treasury’: Partner, Vener Liipferi BerrJhard 

McPherson and H.ind, Cbanered 

Managing Direcior and CEO, Entc Nazionale Idrocarburi 

DipJomaiic Correspondent Die Zeit; Former Director Iniefnational 

Institute for Strategic Studies 

Emeritus Professor of Ltiematlona] Relations, Leiden Uiuversi^’; Former 
Honorary Secretary' General of BiJderbe?^ Meetings for Europe and 
Canada 

Director of Companies 

HC Mediator, [niemational Conference On Former Yugoslavia 
Chainnan, The Telegraph pic 
Parliamentary' Leader VVD 
Chairman and CEO. Sara Lee Corporation 
Former Editor. Foreign Affairs 
Director of Companies 
Member of the Board. Deutsche Bank A.G. 

Chairman and General Manager, Iberfomento 
Chairman and CEO. Lafarge 
Member of Parljamenl 

SeniOT Partner and Chairman. Goldman Sachs & Co. 

Minister for Forcigr, Affairs 

Max Pam Professor of American and FrirBign Law, The University of 
Chicago Lcinv School 



r/- W '■ ■ 


^7 


r 

B Davignon, Etienne 


CDN 

Drouiru Mane-Josee 

CDN 

Eaton. Fredrik S. 

DK 

Ellemann-Jonseti, Ufle 

USA 

FeJdsteitL Manm S. 

INT 

Fischer. Stanli^* 

USA 

Fites, Donald 

CDN 

Flood, A.L. 

GS 

GanoD Ash. Timothy J 

USA 

Ger^tncr, Jr.. Louis V, 

USA 

Gigot. Paul 

CDN 

Oollieb, Allan E. 

USA 

Greenberg, Maurice 

CDN 

Griffin. Anthony G.S. 

CDN 

Harris. Michael 

N 

Hoegb, W'estve 

USA 

Holbrooke, Richard 

D 

Hover, Wemer 

B 

Huv'ghebacrt. Jan 

FIN 

lloniemi. Jaakko 

N 

Jagland, ToHyom 

GB 

Job. Peter 

USA 

Jordan, Jr., Vernon E. 

USA 

Kissinger. Henry A. 

GB 

Kni^i, Andrew 

INT 

KohnstanuiL Max 

NL 

Koneweg, Pieter 

A 

Kothbauer, Max 

USA 

Kravis. Henry R. 

DK 

Lavesen, HoJger 

F 

Lellouche. Pierre 

F 

Len^Lang, Andr^ 

USA 

Lord. Winston 

P 

Marante, Morgarida 

B 

Maysiadu ^lippe 

USA 

McHenry', Donald F. 

F 

Messier, Jeazi'Marie 


STATUS 20 March 1996 

Executive Chjinnan. Sociele Generele de Belgique; Former Vice 
Chainran of the Commissjon of the European Communitjes 
Executive Director. Hudson Institute of Canada 
Chairmari ENceutf>'e Committee, Eaton's of Canada 
Member of Parhament 

President. National Bureau of Economic Research 
FirnlD^uiy Managing Direxxor, Intemationai Monetaiy Fund 
Diairman and CEO. CaierpillBr, he. 

Chairman, Canadian Imperial Bank of Contmerte 

Foreign Editor. The Spectator 

Chairman. IBM Corporation 

Columnist. The Wall Street ioiimal 

Former Ambassador to the United States of America 

Chairman, American Intemuional Group, Inc. 

Honorary Chainnan and Director. Guardian Groi^ 

Prime Minister of Onmrio 

Chairman of the Board. Leif Hoegh Si Co. AS; President, Norwegian 

Shipowners' Association 

Former Assistant Secretary for European Affairs 

Secretary General FDP 

Chairman. Almanij-KrEdietbank Group 

Managing Director. Centre for Finnish Business and Policy Studies, 
Former Amb assador to the United States of America 
Chairman. Labour Party 
Chief Executive. Reuters Holding PLC 

Senior Fanner. Akin. Gump. Stiauss. Hauer A Feld LLP (Atiomeys-M- 
Law) 

Former Secretary of State: Chairman, Kissinger Associates, Inc. 

Non Executive Director. News Coiporation 

Former Secretary General Action Committee for Europe; Former 

President, European University Lisutute 

President and CEO, Robeco Group: Honorary Treasurer Bilderberg 

Meetings 

Deputy Chairman. CrediunsiaU'Bankvereia 
Founding Fanner, Kohiberg Kravis Robertjs & Co. 

Chainnan of the Board orDireclOfS. The Danish Oil £ Gas Consonium 

Member of the National Assembly 

Chairman ol the Board of Management. Baoque Paribas 

Asslslani Secretary for East Asian and Pacific Affairs 

TV Journalist 

Minister of Finance 

Research Professor of Diplomacy and Intemational Affairs, Georgetown 
Universitv 

CEO and Cha liman of the Executive Committee, Compagnie Generale 
des £au\ 


GB 

F 

INT 

NL 

ICE 

PL 

CDN 

CR 

USA 


Monks. John 
Montbnal. Thlcny de 

Monti. Mario 


Netherlands. Her Majesty the Queen of the 


General Secretary, Trades Union Congress (TUC) 

Direclor, French Institute of Intemaltonal Relations: Professor of 
Economies. Ecole PoK-iechnique 
Commissioner, European Communilies 


Oddsson. David 


Prime Minister 


Olechowski. Andrzej 

Ostry, Sylvia 
Pofigaios, Theodores 
Perry. William J 


Cliairman of ihe Sopenr'isory Board, Bank Haridlowr W Warsxawie 

S.A.: FormerMinisterforForeign Affairs 

Chairman. Centre for Intemational Studies, Univeitity of Toronto 

Minister for foreign Affairs 

Sccrciars of Defense 


/ 


2 


••nii 


f vupjcd'aa* 



STATUS 20 March 1996 


N PeLcrten. Jan 

USA Pickerings Thomas R. 

CH Pui>', David dc 

GB Riikiod, Malcolm L 

GB R-obrnson, Simon 

U'iA Rockefeller, David 

CDN Risgers, Edward S. 

GB RqU.Etic 

TNT Ruggiero, Renato 

S Sahlin, Mona 

D Schrempp, Jbrgcn E, 

INT Schwab, KJaus 
DK Seidenfaden. Toger 
USA Sheijikiiian. Jack 
CH Soimn&ruga, Comelio 
USA Soros, George 
E SpaiiuH.M, theOueenof 
USA SiephanopouJos. George 
D Strube, Jurgen 
H Surww, Ov'6rg>’ 

IRL Sutherland Peler D. 

ML Tabaksbiat Morris 
CB T aylor, J. Manm 
LUX Thom. Gasioi) E, 

D Topfer. Klaus 

USA Trotman. Alexander ). 

J VelLToni. Valler 
P Vitorino, Antonio 
D Voseberau. Hensiing 
A Vraniizky. Franz 
S Wallenberg, Marcus 
USA Weiss. Stanley A. 

E Westendorp. Carlos 
CDN Weston. Galen 
USA VrTiitehead.JohnC, 

CDN Wilson. LR 

JNT Wolfcnsofui. James D. 

D WolfT von Amerongen, Otto 
USA Wolfowiti, Paul 


Observers 

ML Orange, H.R.H. the PKnee of 

B Philippe. H.R.H. Prince 


Parliamentary’ Leader. Conserxarive Party 
US Ambassador to Russia 

Director of Companies: Former Co-Chainuan of the A6B Croup and 
former Ambassador for Trade Agreements 
Foreign Secretary 

Chauhtan. K]Clnw^on Benson Group pic 

Chairnton. Chase Manbaitan Bank Irtemational Advisory Committee 
President and CEO. Roger; Commufiicaticms Inc. 

Senior Advisa. SBC Warburg 

Director General. World Trade Organization; Fonner Minister of Trade 
Member of Parliament 

Chaimtan of the Board of ManagemenL Daamier*Benz AG 

President, World Economic Forvra 

Editor In Chief. Politiken A/S 

Chairman of the Board. AmalgaiDated Bank 

Presidert, International Comntittee of the Red Cross 

President. Soros Fund Management 

Senior Adt'isor to (he President 
CEO. BASF Aktiengesellschaf^ 

President National Bank of Kui^ory 

Chalrmnn and Managing Director, Goldman Sachs International: Former 
Dlrixtor General. World Trade Organization 
Chainnan of the Board. Unilcw N. V, 

CtiiefExBcuiive. Barclavs Bonk pic 

President Directeur Genera). CLT 

Federal Minister for Regional Planning, Building and Urban 

Det'elopmcrtt 

Cltai/man. Ford Motor Company 
Editor. L'Uniia 

Deputy Vice President and Minister of Defence 
Mayor of Hamburg 
Federal Chancellor 

Executive Vice President. Investor AB 

Chainnan. Business Executives for Kational Security’. Inc 

Minister for Forc:gn AfTairs 

Chairman. George Weston Limited 

Former Deputy' Secretary of State 

Chainnan. President and CEO, BCE Inc. 

PresidenL Tlic World Bank; Former Prcskicni and CEO, James D. 
W'ollensohn. Inc. 

Chairman and CEO of Olio Wolff GmbH 

Dean, Nilze School of Advanced Inicmetional Studies; Former Under 
Secretary of Defense for Policy 


Rapporteurs 

GB MickJethwaiL John BusinessEdi'.or. The Economist 

USA Victor. Alice Executive Assisiant. Rockefeller Financial Servtcss, Inc. 

i 


5 



STATUS 20 March 1996 


Jn Attendance 

NL Maja Banck 
CDN Mary Alice Carroll 
USA Cliarlcs W Muller 

Lin of Abbreviations 


E>;ecutivc Secretary. Bilderber^ Meetings 
Local Organizer 1996 

President. Murden and Cornpary; Adviser, American Friends of 
BiJdcrbcrs- Inc. 


A 

Austria 

1 

llaK' 

B 

Belgium 

ICE 

Iceland 

CDN 

Canada 

INT 

Intemattonai 

CH 

Switzerland 

IRL 

Ireland 

D 

Gsrmany 

L 

Luxemburg 

DK 

Denmark 

N 

Nonvay 

E 

Spain 

NL 

Netherlands 

F 

France 

P 

Portugal 

FIN 

Finland 

PL 

Poland 

CB 

Great Briuen 

S 

Stvedep 

OR 

Greece 

TR 

Turkc> 

H 

Hungary 

USA 

United States of America 


4 


4 



14-rWY-1^6 145 50 


LORD CflRRlNCTON 


01 023 oesi 


P.01 


32a Ovtngtoti Square 
London SW3 ltJ(. 
Tel- 017I-SW1-4243 
Fax, 0171-823-9051 


13 May 1996 

Fax to The Hon 'WilKaiB J Perry 
Secreiazy ofDefcnoe 
001 703 697 9080 

From Lord Carriagtan 

Paged 2 


OrrIC.E CF TIIl 


\m i:ay 13 Fi'! hi:9 


O. 

^ ,Ctv. '\' J 

'I am SO glad that you can come to Toronio. This is very good newafbr ell ofua, 
and you 'will get a very warm welcoitie 

1 don’t know x^^cther you have been to BildeAcrg before, but 1 enclose the hoitte 
rules which may be of some uae to you 


beat wishes. 



o p \ 

] 'dcu • cuvLvi; t 
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BILDERBERG MEETINGS 

'^iutt(2K Aoo* 43t)Dtf2Sft22i 

1017 A2 AbjMibi Fix 4FI 20 62442M 
TktNc^triutfi 



It nuwh ippreouted duU you h«\’e mgrwd to moderate or tc paxielitt Id Ac ocooloii on 
Status Report on The Alliance 8t the upcoming conference. 


Though you all know Biidertwrg well, I need to ask your ettention for fee following: 

1. It Is ft tradidoD of Bildcrberg tbiu there sre no fbnufl] speeches and no read teicttj 
ttcpwime shows that spontaneous presentationi an tnosi sucoesifoL Most of foe tesaion. 
IS tow devoted to an active discutskm among panelists end partic^HfflSs. 

2. hMerators are strtiogly encouraged to icalJy lead foe debate &om a lubstanca point tif 

jo^foe ^cussion should be'kept within foe framework of questions ontlined 
vfiezly at the start of your seufon. 

3. The moderator is asked to anmmarize the rules for intcrventioai at foe crociiing of foe 
session to make sure that all attendees understand foe strict applicaticm of foe 1 3 and 5 
amute ^tem. Moderators should only permit«] -mumie interventions’’ wfoidi are really 
addressed to the peiatt then being foswaaed. 

statements by foe panelists cannot exceed 10 minutes u you already kmw 
from foe letters confirming ytmr partidpation. Please kup in mind foat all seasions arc 
rtiatively abort. Your session i| $0 ainutts. 

A, tL 4 4* 4H* sessions begin and end exactly on schedule; foil 

ai» applies to foe breaks for eeftee and tea Ms. Marlieke de Vogel of foe Semeteifetu 
res^ble ^yemr sMrion; foe wifi contact you xq)oa your 
assist you wifo any arrangenwnt before the iessiotL 

6. We Am the modmiof, itt Ail sue Peter Curingtem, wil warn to coonAiate wiA 
each of Ae panelists weU A wJvmoe of Ae conference m orderto enstse > iseoeiaA] 
seisjon; jfooflft and fox sumben are w tof T c H . 
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June 3,1996 


The Honorable 
William J, Perry 
Secretaiy of Defense 
U .S. Department of Defense 
The Pentagon 

Washington, D.C. 20301-1000 
Dear Bill, 

It was great seeing you again at Bildcrbcrg. 

The session on defense was a highlight, In fact, 1 found the most mleresiing 
discussions were those featuring “practitioners’' who face decisions every day. 

Look forw'ard to seeing you soon again. 

Best regards, 

<*7 

Stanley AJ Weiss 
Chairman 

PS W'e continue to hear rave reviews about the Eisenhower Dinner in your honor. 
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^CURrrV AFFAIRS 



OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 


2400 DEFENSE PENTAOON 
WASHINGTON. D.C. 20301-2400 



WSS 


Professor Klaus Schwab 
President, World Economic Forum 
53 chemin des Hauts-Crets 
CH-123 Cologny/Geneva- ■ 
Switzerland 




Dear Professor Schwab: 

Thank you for your kind invitation to Secretary of Defense Perry to participate in your 
next World Economic Forum, scheduled for 30 January - 4 February 1997. 

Unfortunately, Secretary Perry cannot make a commitment to join you for your forum. 

Vv^e are well aware of the outstanding reputation of the World Economic Forum and regret 
that we will be unable to join you. If new developments arise, wc will initiate contact. In 
the meantime, we wish you all the best for a successful conference. 


Sincerely, 



Robert T. Oslerthaler, BG, USAF 

Acting Deputy Assistant Secretary of Defense 

for European and NATO Affairs 
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f>rof6fi&ctr KLuus Schwab 

IMPKO' :V3 7Ki; ^ 

Or TMr 'fcOStD 

m j:-; 12 Fi 

Pr«sitfen: 

The Honourable William Perry 


Secretary of Defence 


Department of Defence ^ 

The Pentagon, Room 3 E 944 

USA WASHINGTON, DC 20301-6352 

6 June 1996/sh 


Your presentation at the recent Bilderberg Meeting w'as very convincing and impressive. 

li is now my great pleasure and honour to invite you to join the 1997 Annual Meeting of 
our members and constituents, which will take place in Davos, Switzerland, from 30 January 
to 4 February, 

The issues of creating a comprehensive security architecture for Europe will be certainly at 
the forefront of our discussions at our Annual Meeting b Davos next year. In particular, we 
are pJanmng a session to whi ch we would I ike to invite the Russian Minister of Defence at the 
time of the Annual Meeting and Minister Ruhe to discuss together with you m detail such 
issues as preventive defence and in general the role of the military at the beginning of the 21 si 
cennny. 



Your presence in Davos would provide you with a unique opportunitv to deliver a strong 
message on these or other issues of most concern to you and the United States. Your views 
and expertise would be greatly valued by the 1000 chief executives of the world’s largest 
cumpaiues and the foremost leaders from government, academia and the media who 
participate in our Annual Meeting each year. 

We would he pleased to discuss the details of your specific role at Davos with your office 
in cormng raonihs, but I hope you will reserve for us in your agenda the prolonged weekend 
of 31 January to 2 February 1997. 


1 look forward to the possihiiiry of welcoming you^Davos ai the beginning of next year. 

sbeere): 




53 Chcmin dcs Kaut.s-Cr#&. CH-1223 CoJogry/Genex a, Sv. jucrland 
Tel (41 22^ 869 1212 Fax i4| 22) 786 2744 E-Tnail: cQniaci($Uk, 
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PHvate events 


You i^y receive invitations to pri vale events taking place in Dav<K nn rhe 
margins of the Annual Meeting; these clearly reinforce the networking 
character of such a gathering. As such events sonKtimes con fl ict with n 
session w dinner of the Annual Meeting you may wish to check the official 
programme before accepting private invitations 

Member companies of the World Economic Porxim who wish to lake 
advantage of the presence in Davos of their chief executive and that of 
many of their clients, suppliers and other partners (actual or potential) to 
host an event or meeting of ihcir own at the vciy end of ihe Aiuiual Meeting 
should contact u$. 

Should individual parlicipanla wish to organize a lunch, dinner or recep¬ 
tion. please note that; 

* only events in the official programme can lake place in (he Congress 
Centre 

* your office should inform us on which day the event is planned, in 
which hole] and die number of participants invited 

* the primed list of panic! pants and their organizations is sent lo particU 
pants in advance of I he mecti ng 

* replies lo your invitations should be addressed directly lu your office 

* invimriens should he perscuially addressed, in the spint of Davos 

* panicipants* pigeonholes in the Congress ^nire cannot he used for 
large-scale disciribution of material. 


V^RID 
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Guidelines: 

essential reading for participants 

The spirit of Davoa 

The Annual Meeting is known for its direct, personal, highest-level 
interaclion among participants. 

Participants are encouraged lo initiate as many individual contacts and 
discussions as pnssihle, taking full advantage of the meeting's 
networking and information system (electronic, printed and personal 
cuniaci Kervices). 

Through Ibis system, participants should feel they belong to the same 
club and should respect each other's lime and integrity. There must be no 
unsolicited selling of products or services at the Annual Meeting, nor to 
its participants at a later dale No pfomolional or advertising material is 
distributed through our official channels. Any participant disturbed by 
inappropriate approaches should bring the maner to our anenrion. 
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The DavM club: rules of the game 


The Annual Meeting bnng together chief esecnivcs of ihc worW's foremost 
companies with leader from government, academia, science, culture and 
the media. 

accompanying staff 

Sinre the meeting’s purpose ii to facilitate and foster personal contacts at 
tte highest level, wc strongly advise that participanLs should not come to 
iPavos accompanied by members of theii staff. 

Accompanying staff b in principle not admitted to Uk Congrtsa Centre. 

Glo^l Even. Maneee..«:ni (GEM), «,r operation, partner, cannot mrfte 
available accommodation for staff in the same hotel as the person they 
^mp^y since all available nooms are strictly reserved for panlcjpants 
They will however provide information on accommodation in exceptt.»iaJ 
cases where a partKipant is obliged to have accompanying staff in the 
Davos vicinay. ^ ^ 

ttcetrenk message service 

Nctworiting among club members will only be successful if the rules of the 
game arc respected: the electronic message service of the Annual Mceiinu is 
resincfed to registered pariicipants only and in no circurrislances car be 
accessed by third panics. 

corporate doeumentaiion 

Panici^is arc free to display their annual repons or other relevant docu- 
^ntation in the area reserved in the Congress Centre for particlpanrs 
docuroentaiioo. But just as we restrict efcctronic messages to a pcrson-io- 
person basis, we deliberately limit the amount of material distributed lo 
participaiits pigeonholes so that there shall be no unnecessary solicilation. 

eonJvfentialHy 

^ Annual Meeting commands a ccruiu media impact. Reporters from 
le^ing media worldwide (newspapers, business magazines, radio and 
tetevision slAlrons) are accredited, under strict rules enforced by our staff 
Should you feel disturbed by the reporting media, please let us know 
immediately. 

Our Press Office is at yo«r dispawl. should you wish to make any press 
announcements or hold a press conferenccduring the Annual Meeting, 


^ P^Sramirre and are full paniciparits' 

in the meeting. Our Media Fellows fully respect the confidentiality of 
diKussjons: they will noi attribute direct queues or identify participaius 
without permissjon. Again, should you be disturbed by any breach of 
privacy, please la us know jjnmedjateiy. 

respect 

Tie Annual Meeting has become kntwn as a very hard-worting gatheriitR 
whose pajticipart.s are committed lo intensive interaction, We ^nt on 
your coopcrarioft m chooring carefully the sessions you attend so that once 
m the session, you stay until the end. Punctuality must be observed in 

""" 


Dress 

Etavos is a laige mountain village, situated at 16 O 0 m or so above sea level 

h f «*res. Nowadays 

ns also renowned for winter sports. It is an elegant re«irt where smart ^ 

mforrna] sportswear ,s the norm. Outdoors, warm clothing and bools are a 

Inside the Congress Centre, for men a blazer or spoils joefca or cvc« a 
swearer are more practical than u ihrce-piccc suit. Personal contacts are 
"Slaved retting BixJ the wearing of less formal clothing can 
c^lnbutc to this, IWol IS kept lo a minimum but some participants suit 
prefer, even m this informal atmosphere, to wear a suit and tic. Whm 
ntairers most u that participants fed at case. 

For imwiewning events (dinners within the omcinl progrant me), it is 
perfeetty anneptnble to „e„ dny eiothes, sinee pnrtK:^^^^'“en ro 
dt^er dtroet from the Congtess Centre, The SttCday evening snfrle U t»L 
tn^ptran, dinner jaekets or n dark suU far men, short or iong rocklnil 
dresses for women, or national costume, are recommended. 


ECONOMIC 

FQRUM 


COMMITTED TO 

IMPROvcko the state 

OF THE WORLD 


Concept of the 
1997 Annual Meeting 


Purpose 

The Annual Meeting is the world's forenuosi gather¬ 
ing of leaders from business, government, science, 
academia, culture and the media, with a consider¬ 
able jmract on world affairs. 

The Annual Mceiing helps leaders to develop 
long-term perspectives ir a world of accelerating 
political, economic, social. lechnoJogical and 
ciiliural change. Tr is global in terms of its scope 
ard contents. 

The Annua! Meeting allows panidpanls. a: the 
beginning of the year, co determine their own 
priorities and to clarify ihs adion agendii. 

Parficipallon 

Panicipation in the 1997 Annual Meeting is re¬ 
served for chief executives of member companlci, 
and is strictly limited in number so as to maintair. a 
club-like aimosphere and foster true interaction. 

Spouses are considered full panners and have 
access to the majority of sessions, as well as to a 
prograTTune of additional activities. 


Programme 

Tlje programme is designed to permit participants 
to taxe the ’‘global pulse" of key issues shaping the 
corporate envifonmefti, a$ well as to explore the 
late.st appronches to management leadership and to 
share ideas with the world's eminent thinkers. 

interactive and small-scale activities dominate the 
programme, to allow' panicipants individ'.ialiaed 
conuct and conversation with colleagues and 
leaders from politics and academia. 

To this end. (he World Economic Fomm has rein¬ 
forced its pannership with leading universities and 
mstituies. 

Participants will be kept up to date on the 
programme as it develops, as well as on other 
panicipants. Final documentation, including the 
detailed chronological programme, information on 
other panicipants and on the meeting's many 
services and activities, is distributed in Davos. 


(Please turn over O) 
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Davos 30 January4 February 



Logistical arrangements 


Languages 


The working language in general is English. 

Some of dte sessions have simulmneous interpretation 
(pankularl^ &;essioRS in plenary). 

Securil.v 

Stringent securitv measures arc in force during the 
meeling. With the caUbre of busincEs and polities] 
leaders present, both the Swiss authorities and the 
foundatioTi make sure that the most thorough 
airangements possible arc provided. 


1997 Annual Meeting Programme Structure 


Thuraday 30 Jan. Frrisiy3lJer Saturday 1 Feb. Sur>de>2Fe3. M:?nday3Feb Tijfl$4ay.i F®b. 



Ail services for participants’ hotel arrangements arc 
provided by our operations partner Global Event 
Management (OEM), 

GEM can also as.sist with travel arraigemeiils to 
7t)rich (the closest international airport to Davos) and 
transfer from Zurich lo Davos. 
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Report 


Sustaining Globalization 

Honorary Co-Chairi 

D^ll Bradley 
Gfo Harlem BrundtJand 
Llvio DeSimone 
HarsTielraeycr 
Shoich iro Toyoda 

Rapponeur 
Raymond Barre 
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t)ate : 15 May 1996 
To :y Participants in the Bilderberg Meeting 
Toronto, May 30-June 2.1996 
From Maja Banck, Executive Secretary 



1. Enclosed please find 

o the current list of participants 

o background papers by Anders Aslund, Chas. W. Freeman, Timothy 
Garton Ash, and Sylvia Ostry 

2. May I urge participants who have not yet sent their travel advisory form 
and/or passport photo and/or their short biography to do so immediately 
by fax/mail 

3. As from Monday, May 27 until the end of the Meeting all fax 
messages and telephone calls should be addressed to the Secretariat of 
the Meeting at the 

CISC Centre 
King City, Ontario 
Canada 

Phone: +1 905 833 7323 
Fax: +1 905 833 4795 


UO 7 5 19 



Enclosures 


/96 



C0NFIDENTL4L 
NOT FOR CIRCULATION 


I BILDERBERG MEETINGS 

C[BCCcnCre,Kifl^Clty', ceai TdnTnto. Canada 
May}Q.June 2.1996 

CURRENT LIST OF PARTICIPANTS 

y 

STATUS U May 1996 

Chairman 


GB CafTington, Peter FontjcT Chairma.T of the Board» Christie's Intemation^l pk; Fatncr 

Secrctajv General. NATO 

Honorary Secretary General for Europe and Canada 

NL Hoiber^tadL Victor ProfessorofPuhlie Kconorrics. Leiden Universicv* 

Honorary Secretary General for US.A. 


USA Yost. Casimir A, 


I Agtielii. Giovanni 

I Agnelli, Uir.hertn 

FIN Ahtisaan, Martti 
USA Allaire. PauJ A. 

USA Andreas. Dv^'ayne 
S Asluod, Anders 
CDN Axu'orhty, Lloyd 
P Balsemlo. Francisco Pinto 

$ Bamevik. Percy 
USA BeaLseo, Lloy d M. 

I Bemabe. Franco 

D Bertram, Christoph 

NL Beugel. Ernst H. van der 


TR B(n azik Selahettin 
[NT Bildt.Carl 
CDN Black. Conr^id M. 

NL BcJkeslein.Fnls 
USA BfvaA John H. 

USA Buckley. }r.. William F. 
OR Carras. Costa 
D Cartelliert.U]nih 
E Carbajal Urquijo. Jaime 
CDN Chretien, lean 
F Coilomb. Bertrand 
USA Cofzine. Jen S. 

CH Cotti.Flavio 


Director. Insiitute for the Study of Diplomacy, School of Foreign 
Serv ice. Goorgetowt UeiversiR-, Waaliingion 

Honorary Chairman, Fiat S.p.A. 

Chairman IFIL 

President of the Republic of Finland 

Chairman, Xerox Corporation 

Chairman, Archer'Daniels-Midland Company 

Senior Associate. Cameiie Endovonent for [atemationdl Peace 

Minis ler for Foreign AfTairs 

Professor of CommunjcaLlon Science. New Uriiversiiy, Lisbon: 
Chairman, IMPRESA. S.G.P S.; Former Prime Minister 
President and CliiefExccuiivc OHlcer, AB3 .Asea Brown Boveri Ltd. 
Former Secretary of the Treasuty; Parmer, Vcmer Lupfert Bernhard 
McPherson and Hand, Chartered 
Managing Director and CEO, Ente Naxionale Idrocarburi 
Diplomatic Correspondent, DieZeit; Former Director lotentatiooal 
Institute for Strategic Studies 

Emeritus Professor of blematiortol Rdations, Leiden UoiversiQf; Former 
HofWrary Secretary General uf Bildcrberg Meetings for Europe and 
Canada 

Director of Campaniex 

EC Mediator, [ntemational Conference on rormcr Yugoslavia 

Chairman. The Telegraph pic 

Parliamentiry Leader WD 

Chairman and CEO, Sara Lee Corporation 

Naiional Review 

Director of Companies 

Meruber ofthe Board. Deutsche Bank A.G. 

Chairman and General Manager, Ibcrfomento 

Prime Minister 

Chairman and CEO. Lafarge 

Senior Partner and Chairman, Goldman Sachs & Co. 

Minister for Foreign Affairs 
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USA Dam. Kenrcth W. 

OR Divid. George 
B Davignpn, Etienne 

CDN Drouift. MajSe-Josee 
CDN Eaten. Fredrik 5. 

DK Ellemarm-ieii^en. Uffe 
TR Er^el, Gazi 
USA Fcldstcin. Manif] S. 
INT Fischer, Stanlc>- 
USA Fite&,DonaJd 
CDN Flood, A t. 

USA Freeman, ir. Chas W. 

GB Gartfin Ash. Timothy 
USA Ccrstncr.Jr, Louis V. 
L'SA Gigot, ?aiiJ 
TR GCnensily. Emje 

CDN Gotlieb. Allan E. 

CDN Oriffici, Anthonv G-S. 
CDN Harris. Michael 
D Haossmann. Helmut 

N Hoegh, Wesrve 

USA Holbrooke. Richard 
B Kuyghebaert.-’an 

FIN lionicmi. iaakko 

N Jagland. Torbjom 

GB Job. Peter 

USA Jordan. Jr, Vernon E. 

F Jospin. Lionel 

A Kamer. OicuHch 

US A Kiss ingcr. Henry A 
GB Knight. .Andr?u' 

[NT Kohnstamm. Ma.\ 


NL Korteweg. Pieter 

A k'oihbauer. Max 

USA Kravis. Henri R, 

DK Lavesen. Holgcr 

F LclJouche. Pterre 

F Levy. Lang. Andre 

USA Lord, Winston 

P Maranie. Margarida 

CDN Martin. Paul 

B Kfavsiadu Philippe 

USA Me Henry, Donald F. 


Mi\ Pam Professcr of American and Foreign Law, The Uiuversity* of 
Chicago Low School 

Chairman. Keilcnic Bottling Cornpanv S.A, 

Exeeuiive Chairman. Socieic Ccnerale de Belgique; Former Vice 

Chainnan of the Commission of Che European Coitimunltics 

Executive Director. Hudson Institute of Canada 

Chairman Executive Committee, Eaton s of Canada 

Memherof Parliament 

Covemof. Ccf.traJ Bank ofTuffcey 

President. National Bureau ofEconomic Researcli 

First Deputy Managing Director. Irtemational Monetary Fund 

Chairman and CEO. Caterpillar, Inc. 

Chairman, Cariadian Imperial Bank of Commerce 

Former Assistant Secretary of Defense for [ntemaligna] Securicv; 

Chicrman of the Board. Projects International Associates, Inc- 

Fellow of St. Antony's College, Oxford 

Chairman. IBM Corporation 

Coliunnist. The Wall Street Jourral 

Minister for Foreign Adairs 

Former Ambaasador to the United States of America 

Honora/x' Chairmar. and Director. Guardian Group 

Premier of Ontafto 

Member of Parliament 

Chairman of the Board. Leif Hoegh & Cp. ASA: Former President. 
jNonv-egian Shipowners' Association 
Former .A«i«nri[ Secretary for European Affairs 
Chairman. Aimsinij-Krcdie'.bank Croup 

Managing Director. Centre for Finnish Business ai^d Policy Studies. 
Former Ambassador to the United States of America 
Chainnan. Labour Partv 
Chief Executive. Reuters Holding PLC 

Senior Parmer, Akin. Gump. Stauss. Hauer & Feld, LLP (Artomcys-ai* 

Law) 

First Secretary of the Socialist Party; Former Minisue d'Etat 
Chairman of the Managing Board, Erste Allgemcinc-Gcnerali 
Akliengesellschaft 

Former Secretary of State; Chairman. Kissinger Associates, Inc. 

Non Executive Director. News Corporation 
Senior Fellow. European Pol icy Centre, Brussels; Former Secretary 
General. Action Committee for Europe, former President, European 
University Institute 

President and CEO. Robeco Group; Honorary Treasurer Bilderberg 
Meetings 

Deputy Chairman. CreditonstJlt-Bankverein 
Founding Partner. Kohiberg Krovis Roberts & Co. 

Chatnnan of the Board of Directors, The DomshOil & Gas Coruortiuftt 

Member of the Natiotjal Assembly 

Chairman of the Board of Martagancni. Banque Paribas 

Assistant Secretary for East Asian and Pacific Affair$ 

TV Journalist 
Minister of Finance 

Vicc-Prime N(in;ster. MirtisicrofFinauceand Foreign Trade 

Research Professor of Diplomacy and Inlcrnational AfTairs. Georgetown 

University 
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F Mcssisr Jeon^Marie 

GB Mcwiks.Jcjhn 
F Mcnibml. Thierrv dc 

INT Monti. Marig 
NL Nsihtriaads, Her Majesty the 
ICE Oddsson. Da^'id 
PL Oleehowsfcj. Andrzej 

CEN Osti>'. Svjvia 
GR Pangaios. Theodore G, 

USA Pern-. WiHiam J. 

N Petereen. Jan 
CH Pur\', David de 

CB RjtkincL Malcolm L. 

GB Kobertson. Simon 
L'SA Rockefeller. Da^ id 
CDM Rogers, Edward S. 

OB Roil. Eric 
fNT Ruggiero. Renalo 
S Sahlin. Mona 
D Schrempp, iiirgcii E. 

FNT Sch^vab. Klaus 
DK Seidenfaden. Toger 
USA Shcinkmart, Jack 
CK Sommaruga, Comclio 
USA Soros. George 
H Spam. H.M. the Queen or 
USA Stephonopoulcs. George 
D Strube, /urgen 
H Suranyi. GyXJfgy 
IRL Suiherlwid. Peter D 

NL Tabaksblau Morris 
GB Taylor, f. Martin 
LUX Thom, Gaston £, 

D Tdprer, Klaus 

USA Trotnituv Alexander J 
I VeJuxni. Valter 
P VUorino. Antoiuo 
D Voscherau. Henning 
A Vrani tzky. Franz 
S Wallenbei^ Marcus 
USA Weiss. Stanicy A. 

USA \^'hitehead. John C. 

CDN Wilson. LR. 

INT Wolfcnsohn. James D. 

D Wolfr\on Amcrongen. Ouo 
USA W'o[ro\^il2. Paul 


CEO and Chairman of the Executive Committee, Conjpagnic Ocneralc 
des Ejux 

General Secraary. Trader Uniwi Congress (TUC) 

Dtrectew. Frertch Jnstimie of btcmitional Relations; Professor of 
Economics, Ecole PoJytcchjiique 
Cornmissioner, European Communities 
Queen of the 

Prims Minister 

Chairman of the Super>isory Board, Bank Kondlowy W Wamzawie 

S-A,: Fomcr Minister for Foreign Affaire 

Chainnan, Centre for intenutional Studies, Universitv of Toronto 

Minister for Foreign Affairs 

Secretary ofDcfense 

Parliamentary Leader. Conservative Party 

Director of Companies; Former Co-Chairman of the ADB Group and 
former Ambassador for Trade Agreeinents 
Foreigi) Secretary 

Chainnan. Kle[n>vnrt Benson Group pic 

Chairmaa. Chase Manhattsin Bank Internationa] Advisory CotiBiijitcc 
Pn^idcni and CEO, Rogers Cammiftications Inc, 

Senior Adviser. SBC Warburg 

Director General. World Trade Organization; Former Minister of Trade 
Member of Parlroment 

Chairman of the Board of Management. Daimler-Benz AG 

President. World Economic Fonim 

Editor in Chief, Politiken A/S 

Chainnaii of the Bo^, .Amalgamated Bank 

President, International Conunioee of the Rod Cross 

President. Soros Fund Management 

Senior Advisor to the President 
CEO. BASF Aktiengcsellschafl 
President, National Bank of Hungary 

Chairman ajid Managing Direciof. Goldman Sachs Iftterr.atlonal, Fonner 

Director General. GATT and WTO 

Chairman of the Board, Umlever N.V 

Chief Executive. Barclays Bank pig 

President Directeur GencraL CLT 

Federal Minister fof Regional Planniog, Budding and Urban 

Development 

Chairman. Ford Motor Company 
Editor. L'Unita 

Deputy' Prime Minister and Minister of Defence 
Mayor of Hamburg 
Federal Chancellor 

Executive Vice President. Investor AB 
Chairman. Business Executives for National Security, Inc 
Fcrmcf Deputy Secretary of State 
Chairman. Presidertl and CEO, BCE Inc. 

President, The World Bank: Former President and CEO, James D, 
WolfensohiL Inc. 

Chairman and CEO ofOtio Wolff GmbH 

Dean. Nilze School of .Advanced International Studies; Farmer Under 
Secretoiv of Defense for Pa (lev 
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Observers 

NL Orange. the Prince of 
B Philippe. Prince 

Rapporteurs 

GB MicUeUluaiL John 
USA Victor. Alice 

In Attendance 

NL Maja Bauck 

CDN Mary Alice CirrolJ 
USA CharfesW. Muller 

List of Abbreviations 


B(.sijtess Ecitor. The Econoinist 

Executive Assistant. Rockefeller Financial Services, tic, 


Execulive Secretary. BiJderberg Meetings 
local Organizer 1996 

President. Murden and Company; Adviser. American Friends of 
BiJderbrrg, Inc. 


A 
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1 

Italy 

B 
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ICE 

Iceland 

CDN 
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Intemaiional 

CH 

Si'^itierltnd 
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D 
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DK 
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N 

Norway 
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NL 
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P 
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Finland 

PL 
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GB 

Great Bricaui 
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S'veden 

CR 

Greece 

TR 

Turkey- 

H 

Hingary 

USA 

United Siatss of America 
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Anders Aslund 

Carnegie Endo^\'ment for [ntcrr.adonaJ Peace April 30,1995 

2400 N Screei, NW 
Washington. DC 20057 


KussjaLP olitical Forces and Econorruc Prospects in the Face of Prgidenhal 
Elections 

On Jane 16. Russia is to hold its second democratic presidential elections, after 
having held two demcxTatic pariiamentar}’ eiecdons Even so, this date signifies a 
milestone In the Russian post-communist development- Either it means the 
consolidation of democrat' and market economy in Russia or a nast\ him to a 
dismal sndeK'. These presidential elections are likely to determine Russia’s future 
for )’ears to come and are the natuiai focus of this noie. 

Contrari’ Perceptions of the Sihiahon 

Today, Russid is characterized by a deep polarizaticin betirt.'een supporters of 
democracy’ and market economy on the one hand, ar.d an alliance of 
communists and ''national-patriots", on the other. This polarizatiori is based on 
contrary’ perceptions of the current situattorv 

From a reformist point of view, a great deal has been accomplished. 

Russia is a democracy which has held two democratic parliamenLin' elections in 
a ron*. Media are free and highly pluralistic. Legislation and the legal system are 
developing swiftly, and the crime rate peaked three yearrs ago. More than two 
thirds of the labor force u orks in the private sector. The Russian economy is a 
market economy, though somewhat messy. The infiation rate has at long last 
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falien beloxv 40 percent a \'ear, a nc the IMF agreement helps it to suy there. You 
get more rubles for a dollar today than a year ago. .A. great deal of economic 
nestructur^ng has taken place. Russia is ready for growth of possibly a couple of 
percent this year to rise to 6 percent in 199B according to IMF forecasts. Ust years 
exports rose by no less than one <^uarter. 

Ho^veven a comm'ordst looking upon the Rus.sian situation sees 
something completely cLf/erent. The Soviet L'nion has fallen apart, inter- 
repubbearr economic links have collapsed, a war persists in Chechnya, and 
nobody respects Russian any longer. The offidal GDP has fallen officially by 50 
percent (perhaps by one quarter in realih’b the military' industrv' has declined 
even more and Russia's science is in tatters; the standard of living has fallen 
catastrophically (probably by some 20 percent in real terms), and Russia has 
become one of the most unequal countries) m the u-orld (not quite true • it is still 
less unequal than the US, and the income distribution became more equal in 
1995). T aiv and order have broken down and organized crime prevails. In short, 
an imperial nostalgia prevails, many old communists have lost out, the soaal 
costs have been high, and the communists do not approve of anything that has 
been accomplished. 

Regional dispanbes are great, which makes it pardciilarly difficult to gel a 
proper over-all vie^v. The reformers are strong where there has been a great deal 
of reform, most of all in Moscow and St. Petersburg, while the communists 
prevail n here little reform is to be noticed - in the Russian southern agricultural 
belt and the stagnant north. 

The Presidential Candidates 

Russian npinion polls have proven highly unreliable. There are great regional 
dispanties, communications are poor, voting patterns and partidpabon vary 


greathv so ii has proven diiftoih to establish representative samples. Therefore, 
u'e must be more scepticii than elsewhere of all opirdon polls. Even so, the poLs 
have helped darifyirg who the iront-runners are: communist leader Gennadv 
Zyuganov with up to 27% oi the vote, and President Yeltsin who has risen from a 
toiv of injanuar)' to up to 27yt. in recent polls. They are foUoived bv four 
candidates with usually 8-10% each: General .Alexander Lebed, Gngor\' 
Yavlinsky, bvyatoslavFedorov, and Vladimir Zhirinovskv. 

The present e>cpec:ahon is that there u-LIlbe a nm-off or, July 7 or 14 - 
depending on how fast the votes will be counted - beUveen President Yeltsin and 
communist leader 2yugarto\’. 

Lebed, Yavlinsky and Fedorov have fonned a vag-ue alliance called the 
third force", occupying the center. Together they have about 27% in the polls, so 
they have a considerable vote potential. They all appear both and-commumst 
and anti-Yeltsin, Yavlinsk}' could possibly be considered social democrats, ^vhile 
Fedorov is further to the leit, and Lebed a milder nationajist. It would make 
sense if these three centnsts united and won. 

lIo\x'ever, these are iKree big personalities, their programs are not very 
simiJar, and their electorates are pretty incompatible. Most importantly, they 
have p'oven no organizational skills, which appear vital in a Russian election 
campaign. Only Yavlinsky leads a party that entered the Duma, while Lebed and 
Ftdorov are one-man shores inthout organization or programs. They' have little 
money and minimai media support. For good or bad, they have the common 
innocence of not havhng been :n power, bo far, neither of them is perceived as a 
credible candidate. This large uncertain center appear the big prize to win in the 
election rather than an independent lotion. Ln the end, their anb-communism is 
likely to be more important than their anh-Yeltsinism, but their eventual 
inclination appears open to negotiation. 
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Zhirinovsky ivill certainiy stand on his own, and after having been 
underestimated in the last three elections, caution is in place. He has a strong 
organization and a committed electorate. Zhirinovsky's voters are both against 
communism and the reforms, but his electorate appears more anti-comirurdst 
thajt <^ti-Yelt5in, and Zhirinovsky frequently makes deals with the govenunent 
and supports it ui crudal moments. 1/ Zhirinovsky does not go to the second 
round, he is likely to support Yeltsin. 

The whole campaign focuses on the two lead candidates Yeltsin and 
Zyuganov, and we shall leave the others aside. Since the polls have such a poor 
record, it appears more relevant to analvi^e the election strategies ol these leading 
candidates. 


Yeltsin's Electorai Strategy 

Dur.ng the first h \'0 months of 1996, Zyuganov looked very impressive, but 
Yeltsin has gradually picked up. It is frequently argued that it does not really 
matter who wins because Yeltsin has embraced so much of the communist 
program. To some extent that was hue in January 1996, but important and 
positive changes have occurred in the Yeltsin camp, particularly in March. 

First, Yeltsin is evidently in belter physical shape than he has been for 
very long. Rumours that he has stopped drinking are substantiated by his daily 
public appearances. Yet, his collaborators are afraid that his health will coQapse 
and he is dearly over-strained. 

Second, Yeltsin has broadened his circle. In January, Yeltsin appeared to 
have given up the balancing of different groups around him and given in to the 
group led by his chief body guard Alexander Korzhakov, assisted by the FSB 
(formerly KGB) Q^auman Mikhail Barsukov, and First Deputy Prime Minister 
Oleg Soskovets, but this group has suffered serious set-backs. In Januaiy, 


4 






Barsukov led a striking!)' incompetent attack on Chechens, i;’ho held hostages in 
Pervomayskoe in Dagestan. Soskovets was the official chairman of Yeltsin's 
election campaign but failed completely. In Januar>' and February' he was more 
or less Yeltsin s prime ministerial candidate, but that is no longer the case. W'hen 
Yeltsin'is ^ve|| and sober, liis reliance on this "sauna” gang diminishes. 

Instead/ other people in the Yeltsin circle have gained more influence. 
Yeltsin s fir^tpersonal assistant \'iktor Ilyushin is now a major counterweight to 
Korzhakov, Moscow Mayor Yuri Luzhkov has used is considerable powers. 
Prime Minister Chernomyrdin h not out yet and fights back. Yeltsin’s daughter 
Tatyana has started playing an important liberalizing role. Hence, while nobody 
has been sacked, the power distribution I'.lthin the Yeltsin camp has improved, 
but a vicious power struggle continuous ^vithir. the Yeltsin camp. 

Third, the Yeltsin campaign has assuined democratic features, Originally, 
the official Yeltsin campaign was merged whth the state apparatus, but it failed to 
collect the necessary one mil’Jon signatures for Yeltsins presidential candidacy. 
Instead, a group of unknmvn democrats did so on theii own initiative, and 
^ eltsin realized tha: he had to abandon his reliance on the FSB for information 
and the state apparatus for campaigning and turned to various democratic 
groups prepared to work for him. N'otably, liberal Anatoly Chubais plavs a 
discrete but important role in the campaign. 

Fourth, Yeltsin is pursuing a popular election campaign. He is going out 
in his old style and talks to people, listens to their conttrns and responds. He 
displays his humble qualities and confesses that he is not satisfied with his 
achievements as President. He appears to listen to people and care about people 
again, w'hich few Kussian politicians do. 

Fifth, Yeltsin's program has changed in a democratic and popular 
direction, .although he has no formal program yet (it is supposed to be 
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announced on May 15), hjs many election speeches make dear his economic 
priorities and they aresound. 

The main task is to beat inflation, and inflation has been below 3 percent a 
month during the last two months. UTicn inflation is beaten, growth is bound to 
rc'cmeige. Task niimbtr hvo is to majee sure that pensions and wages are bemg 
paid on time. This is less a budgetary issue than a matter of fighting fraud. 
T\^cally, offidais and managers use such money to their own benefit before 
they pay the legal claimants. A third task is land reform. Yeltsin has issued a 
good decree, and the communists and agraiians oppose it because it threatens 
the vested interests of their local ehle:^. A fourth issue is to fight crime and 
comiplion, but that is done more in declarations than in reality, but at least it is 
done, and a few former senior officials are being prosecuted, 

YeJesin's big political handicap is the uar in Chechnya. While he hardly 
can solve anything before the elections, he is at least doing a lot about it. The 
killing of General Dudaev was certainly to Yeltsin's benefit as he showed that he 
could do something. 

To a considerable extent Yeltsin has disarmed the nostalgia for empire by 
dealing energeticany with the practical issues of realistic economic integration 
with the most positively inclined neighboring countries - Belarus, Kazakhstan 
and Kyrgyzstan. In the case of Belarus, the cooperation might go furtherbut that 
appears not all too likely. 

President Yeltsin's great problem remains that he is very unpopular with a 
iarge share of the population. His negative rating i still dose to 60 percent The 
communist dislike is inevitable, but many people in Che center dislike him for the 
'var in Chechnya, the proliferation of crime even in high government circles, and 
flaivs in reforms. There might be a ceiling for Yeltsin s vote that cannot yet be 
established, and this is a major worry in the Yeltsin camp. 
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The Corrmujusb ElectoraJ Strategy 

Unlike the Yeltsin cainpidga che communist campaign has staned uith 
organization. U*?[mady Zyuganov proudly proclaims chat he has been endorsed 
by 200 organiaatioRB representing 22 million people. Virtually all comnumist and 
national-patriot" groups have signed up Zyuganovs main plank is nador.alistic 
and he explains his chief mission to be to unite the red and the white. He has all 
extreme commimists and nationalists in his camp. 

However, as a consequence of this organizational approach, Zyuganov s 
electoral strategy has become to consolidate of commurusts and national patriots 
rather than reaching out to the center. The decisive event was than the Duma in 
early March voted to abrogate the Belovezhsky agreement of Decerr.ber 3991 on 
the dissolution of the Soviet Union, This was an absoiute condition lor the 
support of ^'iktor Anpilov ard his extreme communist parU^ ^Vorking Russia 
(4.6% oi the vote in December 1995) and Alexander Rutskoi and his nationalist 
party Great Power {2.6% of the vote in December 1995). In effect, that appears to 
have been the turning point m Zyuganov s campaign, and the party is now stuck 
in impenal nostalgia and moraiizatiort Moreover. Anpflovs storm troops are 
sharply and-democratic and truly f^^ghteniJ^g even to ordinary commimists. 
Zyuganov has become a prisoner of the communist and nationalistic extremists. 

EconoiTUC policy* was supposed to be a major plank in the communist 
platform, as falling production, poverty' and rising income differentiais are 
obvious problems. J he leading economic politician is Vuii Maslyukov, former 
Chairman of the State Planning Committee under Gorbachev. Nfasivukov used 
his chairmanship of die Duma Committee on Economic Folicy to call for hearings 
in mid-April designed to help the communists to elaborate their economic policy. 
The slogan was that all the best economists and ideas should be mobilized. 
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Cuhouslvr this was the same approach that Vlikhail Gorbachev used, llie 
communists clearly wants to avoid the hard choices between sodalism and 
capitalism. 

However, those who responded to the calls for economic programs were 
cominitnists vcho wanted to re-establish the Soviet economic system, cither in a 
soft Ryzhi<ov-Corbachev form (that broke down) or in a hard Stalinist form. 
Standard demands that emerged were: the re-establishment of Gnsplan and 
central planning ivith state orders, far-reaching controls over prices, foreign trade 
and currency operations, massive re-nationalizations and confiscations of 
privatized property'. The published communist platform, which is pretty vague, 
does not even mention pnvate property and certainly does not endorse it. 

The comparatively moderate communist leaders were left in an awkward 
position iWth a choice of either a Soviet economic system, that most people know 
broke doTsm, or no economic poUcy. For the time being, it appears as if Zyuganov 
has chosen Uie latter option, which means that he leaves the economic stage 
completely to Yeltsin and fails to exploit one of the top issues. Yet also the 
communist intent to present iheir election program on May 15, giving them some 
time to change, but the underlving forces ^vUl hardly aUow Zyuganov to opt for a 
wrirmable position. 

.•\s time proceeds, it becomes ever more clear how extreme the 
communists really are. There are many reasons. Zyuganov's strategy of gathering 
all extremists within his camp is one explanation. Another reason is that Lhe 
communists won too many seats for their own good in the Duma last December, 
and the candidates lower dowm on the Itsk tended to be more extreme than the 
leaders. Hence, extreme communists appear to constitute a majority of the 
communist deputies. A third reason is that the communists have become 
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convinced that they ivLil win, and they have sho^sTi the arrogance of power 
before getting it. Finally, their urge for revenge is strong and frightening 

By any ordinary standard, the Russian Communist Party is simply not 
electable. Zyuganovs strategic ambibon is to win extreme nationalists rather 
than the center, and it no longer appears plausible - -hough not altogetiier 
excluded - That Zyuganov can move to the center. Still, Yeltsm is the all doirunant 
alternative, and manv w’ould not consider him electable. 

Reasons for a Yeltsm Victory 

Much will change during the remaining one and a half months before the 
elections. The behavior of the four second-level candidates will be very 
important, and they are all likely to be open to deals that are difficult to predict. 
Yet, for many reasons, President Yeltsin appears most likely to win the elections. 

First Of all, Yeltsin remains Che most skilful popular poiitidan in Russia 
and he is an unstoppable locomotive when he gets going and he appears in 
spiCndid shape right now. He has a i% onderful popjular touch. Note that Yeltsin 
did not run himself in the unsuccessful elections in December 1993 and 1995. 

Second, at long last the reforms are producing visible positive results. 
Today. Yeltsin can say that he has carried out finajicial stabilization and made 
the ruble a stable currency. While economic growth iiutially is likely to be 
sluggish, it should make itself felt throughout a large part of the country this 
s ear. TlierB i» a widespread popular sense that the crisis Is behind us. 

Third, the communists have frightened much of Russian society with their 
abrasive old communism. Portidpation is likelv to be high, and the polls already 
indicate 68 percent partidpation, and such indicators usually rise over time. 
Espedally, the Russian business community' is dead frightened by the 
communists and has woken up to an extraordinary politicai actirity, and the 
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businessmen have boch money and au-hority. The open letter from 13 top 
businessmen issued on ApriJ 26 sv>iftly changed the political debate. 

Fourth* Yeltsmhas adfusted his program and his pohdes to satisfy 
legitimate popuJar demands and he is reaching out outside of his government 
base, \vhile the communists trv* to consolidate their base. 

Fifth, ail the four intermediary candidates now appear more likely to 
support Yeltsin than Zyuganov in a second round, but Zyuganov could play a 
trick and make a broader alLance to get out of the extremist comer where he is 
currently caught, 

Sixth, almost all other countries favor Yeltsin. It is most notable in the 
other former Soviet lepubLics, where the fear of Russian communists is striking. 
The domestic communists are seen as a fifth column, collaborating w-th the 
Russian communists against nahonaj independence. The western preference for 
Yeltsin is obvious and self-evident. However, also the Chinese commumsts much 
prefer Yeltsin, as they showed during his recent v\^t to China. 

Seventh/ Russia looks very different in the summer and in the i^inter, 
Therefore, people are likely to be much happier and satisfied in June than in 
December and that should have an effect on the vote. (Sweden and Norway do 
not hold parliamentary eiecdons in the winter.) 

Finally, the communist alternative appears a bit too old-fashioned and 
absurd at present to be really credible. It appears more like the last cheer of the 
middle-level communist apparatchiki who have lost out than a plausible vision 
of Russia's future. 

Yeltsin has almost total media support, which might be a mixed blessing, 
because Russians are suspidouS and they might vote for the communists because 
they are condnuousiy attacked on T\^ and much of the government propaganda 
is pretty crude. In July 1994, the establishment communist candidate KeWdi lost 
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UTvexpectedly to populist .Alexander Lukashenko in Belarus, and Lukashenko got 
no less than 60% of the V[>re5, although Belarusian media ovenvhelininglv 
praised Kebich. 

A u-orrisome leature :s the uidespread assumption that the President 
\vill not allow mmself to Jose' . One statement runs: "Either the President 
the elections or he just wins,' The assumption is that the l^ident can and vvHlI 
rig the elections. It is dubious that he can do so, because much of the regional and 
JoraJ administration is procommuniat. and the communists are strongest in 
faraway places, were rigging is comparatively easy, Apparent fraud uill 
senously undermine the :egiKinacv' of the regmie, and -Jre belief that Yeltsin will 
\rin in any case undemunes the willingness of his potential supporters to vote, 

\lLhough Yeltsins negative vote is failing now. the question remains 
^vhether he is simply to unpopular to be able to wia A curiosiU- in the Russian 
election system is that in the second round is that people can vote against both 
the candidates in the mn-off, while a winning candidate must get more d\an SO 

percent of the votes cast. Thus, Russia might be left irithoui an elected President 
after Kvo rounds of elections. 

Speculation continues on some kind of compromise deal between the 
communists and Yeltsin, possible after the first round of the elections, as the 
stakes are so high, and the losing side would lose aU. There are many options and 
speculations/ and all sides keep talking to all sides. 

After the Elections 

If Yeltsin the elections fairly, Russia has cssenriaUy succeeded in its arduous 
transition to a democracy and a market economy based on the rule of lavs'. Most 
of the essential econooruc reforms have already been undertaken. The medium- 
term IMF agreement constitutes a good base for future structural reforms. A 
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large nomber of foreign investors arc no looking at the Russian market and a rise 
o: the stock prices by* 40 percen: Li April indicates the potential of the Russian 
market A major remaining proolem is the law and order situation. The bank 
crisis is bound to get aggravated mth lower inflation, bul these are normal 
proble^xs that Russia noAv can deal ^vith. Ho;vever, it is completely unclear what 
government VeltsLn would choose after the elections, and considering his mental 
state, the general expectation :s that Yeltsin will fade in a depression for months, 
if he wins the elections. Questions about his health remains. Yet however 
unclear the Yeltsin aitemative is, it does mean that Russia has tr^de the 
crajisilioR Russia w ill be more assertive in its international relations, but it will 
not be an enemy of the U*est. 

In accordance with the argument above, Zyuganov is not likely Co win if 
the communists do not change their policy' through an alliance with centrists, 
iv’hich remains an option. If Zyuganov would 'vtin ^vith his current policies, it 
would be a serious set-back not orJ y for R ussia and its neighbors, but for the 
whole world. There are some levers restricting the sway oi the communists. 

Some are economic, The three-y ear agreement with the IMF will undoubtedly be 
brokea if Zyuganov implements communist economic policy'. It is reinforced 
with bilateral credits conditioned on the IMF agreement. The Russian debt 
burden of some $130 billion needs reached ulmg and serviang, but such a huge 
debt is more of a threat to the outside world than to the Russian government The 
Russian business community can do a great deal * either buy suitable 
communists, pressure the government, or emigrate v^ith their capital. After all 
Russia has a democratic system with aconstitution, an elected parliament many 
elected regional and local officials, and free pluralistic media. A communist 
victory would be a serious test of the strength of these instLtutiors. 
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At\ interrriediari'' solution would be sorr.e kind o( compromise behveen 
Vellsin and the communists, but it is difficmll to discuss such an option since it 
can take many forms. It couJd be democratic or and-dcmocratic 

The outcome of these vital elections is by no means a giveiv and it vs-ill be 
of extraordinary itnpoitance. 
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bui also the mosi prosperous, techaologicaUy mosi advincod, mosl powerful and - ^ 
^guably- the best goveraed of aU human jocie.ies, Chinese regard their eciipse by the 
W«t m "hai they call the recent past' fdie Usi few cenmnes) as an anomal^c rime and 

13 aescp^d to re^e its natural place as the preenrinenr society on the planet. They may be 
right. Even n ihey are wrong, then OTCtcy self<onfi<leace that time is on iheir side has 
major iniemaQOoaj uapljcaiions. 

3 nse (0 w^th and po^-cr is che leading facior in the Asia-Pauific region’s profiiMsivc 
disp aceraeni of the Atlantic community at the center of world economic a^irs Tbe^ 
chaJJeege of fiitme China tnio die existing world order does not, however, stop with 

ecooMics China 's nse also has erronnouspoliticai and laiJitaiyin^^ Itteffecu 

will be felt not just m Asia but throughout the world. 

I7ie Econamie ChaiUnge of China 

^^een 1980 and 1993, the Chinese economy more than quadrupled in size From 1991 - 
.99- Its average annual real grpv-Th race was U.8 pemcm. Measured in ccims of 
phasing power p«iy. China now accounts for about S pcrceoi of global GNP. Most 
economists expect thal the Chinese economy will coniimjc to grow at 8 - lO perrent for the 
^x, y«rs, r, will Ug,in quudruplu in s«u, bufpre groS^ tdt« bbjm™i« 

Before 2020. Lhcy believe, China is likely to overtake the United States u the world’s iariicAt 
^onomy (Qm resuming the rank it had umiJ 18501, By 2030. China’s economy may be 
larger than those oi the United States and Japan combined 


economy w.th the moro advanced Chinese economies in 
Macao. ^ Taiwan. It is also openmg itself to the noaChmese world. In the past five * 
y^. M absort^ SI U.4 billion in direct foreign investmcni and another $46.9 billion 
in foreign loans, i.^bout 70 percenr of foreign" irvesiment came from Chinese 
eno^rencurs in Hong Kong, Macao, vid Taiwan.) Over this period. China’s trade rose 
19,5 p^eni annually, ns imports and exports totaled $1,015 bilJiott, and the country was 
visited by more than 200 million foreign tourists. Tlie PRC’s foreign exchange rcsems rose 

1996). Forogii ^change reserves of the ' greater Chinese" economy (comprisUig the 
mainland, Hong Kong. .Macao, and Taiwan) cow stand at about $225 billion. 

^ PRC’s integration into ^ "greaicr Chinese ’ ccoimniy and the East Asian economic 

is bemg accomplished informally, by traders aid investors nither than by govemiDenis 
r w w colonialism. World War II. civil war. commu^sm and 

Cold War conuinmcni have receded into histoty. clan and family ties between Chinese 

maifd^ are hemg rapidly reknic. The Taiwan Strait has presented fte 
most draraauc examuJe of these trends. Despite the political estrangement between the 
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aulhoniies m Tajpci and Beijing. Taiwan encrcprencure have invested more than $25 bjiljoo 
cn the Chinese mainland. Cross-strait trade now approaches $28 billioo animaU) . 1.3 
miJUon peopje travel to the mainUad from Taiwan each ^car. 

The PRC’s races of ^wth resemble those of other, smaller East Asian societies in recent 
decades. As in Singapore. Hong Kong, Taiwan, and South Korea, such growth over three or 
four decades will evcDCuaJJy lift Chinese living standards to levels etjuivaiem to those in 
micdJe-income European counrrics, There are. however, importani differences between 
China and the newly itldusImli^eU countries (NICs) of Asia, About ?0 percem of China's 
future capital needs can be met from domestic savings. China's economy has, lib; chai of 
other East Asian ecocoimes, benefited enormously from access to North Americaii attl 
European maikecs Thirty pcrcejii of China’s exports now go to the United States alone 
However. China has a huge iniemai marker, making it less depeadem on exports than 
Taiwan or Korea at comparable stages of development. Moreover. imra-Asian trade, 
including Qilaa's trade with Asia^ ts now growing nueb faster than trade with other regions, 
lo ^ year? to come, China’s dependence on bodi external and OOD-Asian markets like the 
Uoiicd States will gradually decline. 

The Chinese economy is nevertheless the engine that is acceieraiing the global Shift of wealth 
and power to East Asia. Events in the region or between China and its trading partners may 
alter the rate of growth but are unlikely to revme it. As early a$ the year 2000, the World 
Bank estimates. East Asia will contribute over 50 pcrceitt of the growth in the world 
economy. If die present Is any guide to the future, however. East Asia may do so without 
h^ing become hilly part of the instmicons that andergird the cunrai tntermdonai economic 
order. This order was crafted over the past half-century of Euio-American global 

dominance. It is now increasingly unscnied by the rise of China and other East Asian 
economies. 

China's growing economic weight and central position in what Is rapidly emerging os the 
leading economic region of the world economy have yet 10 be reflected in iu incluston in 
global institutions and regulatory regimes. China is excluded from the G*7. the World Trade 
Ofganmtion, the New Fonun (successor to COCOM). the Missile Technology ComroJ 
Rcgmie (MTCR), the Nuclear Supplier Group, and most other insoturioos devoted to setting 
global policies on trade, investment, and technology transfer. No 0 * has even though: 
how to work coward the ultimate admission of China to the Organizadon for Economic 
Cooperation and Developmen! (OECD). 

The effort (Inaugtiraied by the United States and others in the early 1970s> to ireorporate 
China into the world order shaped by the Adamic comraiinity over the past half century has 
faltered. Yet it is hard to imagine that the Instimtlcns that constitute that order retain 
their leading position if an economy that is soon to become the wortd’a largest is not fully 
inicgraittl with them. Meanwhile, a rapidly expanding list of global and regional economic 
and poliTico-economjc issues caiuior be successfully managcxl without Chinese cooperation. 
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pmdox fw yainft And it points ta another unique characiaisnc cf this technologxc&l pAradigOL The IT 
revoiutwn U escentiiily about knowitofc and key koowEedge producers are the educason and indmng 
instinidorts of govcnimeiiL No previoos tcchnologicAi revoluuon — for ctample, the urvendoa of sMim 
power or eJectheity has imoacteb so directly or the public sector. Thus i&flovatxon lA goiAfaraeox — 
eipecMy in the knowledge insthutio ns wiil be essenu&l to renewed growth aod Imng staodardi. 

In Aim, it's easy enough for goveroems to agree on broad *buics" raisiog trend growth wiil 
require ioipnrred produedvity which wiil require investmenis in huoisn capital and knowledge. And efeetive 
poHdes (o rrw'figflm ihe tnuoiiionBi iu^nct of changing technology should be port of a growth strategy. But 
as IVe argued, (he uncenaiaaes about many Eandamentaj a^ecu of this technological pandigm allow pJemy 
of room for dissent once gencralzuea are translated into specifics. 

Ubour Markit 

In the l^O's and [990's the demarid for les»>skiUed and fess-educated workers (Hi in all OECD 
coueniea. In Europe this resulted in increased, long-tertn unemployment while in the Lf.S. it showed up io 
sharply dedining real wages and a huge hse in eaminss inafualhy. Over the 306 period, employment of 
idgh'SkiUed. better<ducated workers rose in aU OECD councrieSs 

Were theso changes due to techoology? If so, why such a striidog Tnosailantic divide? Since the 
[ 9fiCs also wiensased a major ircrosc in morufactunng imports industhalizing countries (especially in 
East Asia) what role has trade played? 

As a sign of increaang concern, OECD govermrenta recently requested the instttUBon to uodettake 
a com p re hens ive reviw and the study — Technology, Productivitv and Jnb Creatioa diduld be published 
later (his year. Obviously no dcfiniuve answer to the quesbon of technology impact can be expected. But 
cenaiA "sryiized &cu* are rather clear. The new technologies require higher (evels of cognitive and 
inieractivc And, slthCFUgh there are industry variauons, (he now tedinciogiBs both reduce the sklD 
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D0(xLo3 2 nd share ofbw'UiU jobs, uiiiJe incressiog ±e sidil content and share of higli^dll jobs, especially 
in aervice indusmes. ti» mam source of new jobs in the future. This roi&matdi betweaa ths relate demwid 
for snd supply of the unskilled has had dilTa^l omcptnes u already aoted The basic reason for the 
di£sr«oc« is that in Europe^ labour market instimtjoae set a floor fbr real wa^ and imertplovraast rouits 
while b the (J.S. real wages are remarkably Qscihle &od deeJinisg earnings are the outcome 

Even if there is growing evidence of skiJl-biased cecnnoiogicai chaose, this would not rule out the 
poasibiltty that bcrcasug imports fran rapidly industrializing middlc-bcoaie counuiee has had no cflcct on 
OECD labour tnarkeu. Indeed, some voices are now raisiiig foars of ‘iflunjamnon*. 

In a recent article surveying the large number cf trede and wages studies, aptly titled *Are Your 
Wages Set in Be^ng?\ Richard Freeman coockides that “trade cnauera, but it is neither aJi that ffialien nor 
the pHxrury cause of observed ch&nges’^^ But T doubt ibe debate is over New e^ons at modelling, In a 
gBBsl a^uilibriitfa ^tmewoik, the etfecu of both oade and investment — the latter of increaamg importnncf, 
espedsily In East Asia — surest a &r more sgnibcsm enpaa on iawehng unildlled wagea aod reducing jobs 
than mOA of the less complci artaJyses. I »pect there will shortly be another mode! which produces diTomit 
resuhi. Aod &o on. Be that as it may, the major shifls in trade and invesiniBni flows which began in the 
IS BO'S and are now aceelmatmg. whUe producing overall btneflta to all countries, wUl also crct» winners 
and lasers in eadi country. And it will be exu^eiy dlfRcuh to diflereoliaie tbe impact of technoJogy and 
trade - especially since giob&luaiion has betn fed (or even led) by die tcchnologLcal revoludoa In other 
words, the labour market effects of proibund sirucoiral trantformahon wiU not soon go away. 

<iO what are the policy opdonal Protedioaiszn. one hopes, will be resisted The more logica] 
candidates are doinestic policies designed to increase Innovutioa - for example, upgrading the knowledge 
inflistmcRire through improved education and effective Science and Technology polidca and labour 

^ Jourp^ ofE<^no[nicPenpemvCT. Vol. 9, Sept. 1995, p. 30. 
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Timothy Gorton Ash 

THE POLmCS OF EU ENLARGEMENT 
Pog kgr ftond piper fhr the 1996 Bildcrber^ IMeetinf 

The following are brief, inforrcal background notes, not in any sense a com|ffebeiisi\e 
tznamicnt. TheyddiberaielycooceotratcocthB the economict of EU 

eniugement, aiid oo Lhe post-comnitaiist states, 

My ptemss is that the issues of EU enlargemeoi, NATO eniargeiui^ and tte 
development of mcfe ciosejy coonihiated European foreign ahd defence policies am the 
biggest challenges in Eiunpe today * atleast as iropoflant as monetary uninL The EU’s 
respond to the end of communisDi and the cold war m Europe has sluggartfly and 
ingti.v^nair Maaam cKt o^ered the scoggluig posKommuziiSL deiQCcradcs QoUmig. Ttie 
cun^fit inier-goverTtmestal cogference alu> seems unlileity to make ihtsse diangw wthch 
have to be made if a community of tweaty-pdasmetoberstateais mfucctioapiDperly. 

WHY ENLARGEMENT? 

* The EU IS callfll ‘Europe and i h^e conaories am EuropeaiL A 'Europe' with Greece 
but without Poland is like a Britain with Orkz^ bat without Lancashire. That Greece Is 
in and Poland out is a result only of the aiti&ul 'Yalta' dvkion of Europe in the cold 
war. 

* Secttiicy. Two world wars Planed in Central and Eastern Europe. War baa already 
brokcfl cut again there, in the foimer Yugoslavia and the former Soviet Unioa. Russia 
looks inaeasingiy threaiemng. Evee the most advance post-cominuiiists donocracies 
could M prey to naaoniOW and become unstable if denied the prospect of 
membenhip, which they regard as cmoal to secunng dcmooacy in th^ own 
ccuntnes. 

"Oencany. 1/ Qeimany remains the eastern fiom-line state of the West that is diffioilt 
both for Germany and for (he rest The Balin mpi^lic would face both mmptancau and 
pressures u> revert to some veraoo of begeoioay io a Z^djcheneurapa between h and 
Russia. It’s in bJI out interests to see GensiLxy comfoiubie with WesKxn neighbours to 
its east 

*Econoaua. 5hon-term costs, obvioosly, but in the longer tenu. a large 
ntaiiet I would also sdd. i^tigh of coune this is controversial, the Scfa i i tnp eteaan 
shroulus to Western European pcDducus of Hast Eun^ieas cheap skilled labour 
compeatiotL 

'Last but not least, the whole European project at the cod of the 20ra cestnry caimet be 
lUowtd to stand or Call with the single great gamble of monetary uoioiLlTiere should at 
least be ouc other majoi show on tte T^ is it 

WHO, HOW AND WffilN? 

Plainly, the three quesiioos are closely related For example: if one just coocmiiiated on 
Polaod, Hungary and the Czech Re^Uc, and poshed forward a taptd negodanozi for 
M political monbcistup with long economic uansitkHi peiiods (iaciothag only 
resoicted initial particinatiOD in CAP, s p uemra i funds, petups even in the hue 
movetnoit of iabourX one could still undine these thne being in by die obvious 
symbolic target date of 2000. If. however, following the coodusioQ cf the ICC id 1997 
0« opens nadiiionai EC-sryle ncgotiahoitt with all lO coml and east European 
countries win which the EU currently has Europe agreerocots, and msias on the whole 
(growing} panoply of the oofuis ctymmunawaire, wjih applicants being required first to 
•qualify' eccnomically as caijch as poiilisally, thea 2005 lo 2030 would seem 
opthnistic, 

I offier the foUowiog thoughts. Rm, on WHO: 

•There are grcai and growing differences bttween the candidate states; cm there are also 
no ^iarp dividing liites betwcesi Cetml and Eastern Europe, cr. for ^ tBalter. 
betwKxi Eastern Europe and noD-Europe. On the fonner. the easy dis ti DC ti o n imo 
advanced' Visegrad Central Europeans and 'bactwaid' East Europe rest does oor 
hold up. l^cvciua. for example, is eeocr quaiified thao Slovaiofl. On (he latter, the 
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irffoble with Europe in du sast is that ii does do) end* h mody fades away: across 
Russia and into Turkey. 

*Ncver say never, u b coumoprodnctiYE aod uaxe&ary id say a rig fii w iP 'oever' ^ 
Russia or Turkey, "nie problan of s genuiady iibaai dooccratic* stafile* coDp^hve 
Russia, with the rule of law and a mxkd economy. fulSUng aH tt£ qnalificaitatt fiv 
mecibaship of the EU. and now askiag for admisszOA. is one we sboidd stncereiy wiah 
CO have. Ii wouid still be a problem, becaose Rusaa b so big, and half in AaU, bnt dds 
1$ not a pfobiem wiib which Rusda likely to face os in (he foDSd We 

have a Jong way (o go befdie we reach the disputed cuinrai-histoccal borders of tise 
iroQdae&L We* II cruiU (hat bridge (or nop if we ever come to il 
*<^ gr^cai ccQdguity marcen. It's silly co ihisk of takitig in. say^ EstcBnn before 
Poland, we build Europe out from EU-iope. Greece is the excepiicn that proves the 
rule. 

•One thing leads to another. Because there is a coctmeum of potennal members, the 
admisston of one increases both the rhunt^ ^ the hopes of next A precedeoc is 
set, and there is a wider politic regional demonsoahon effect If Poland in, 
Baldc hopes are raised, and so on. 

the same token, it is shon'Sig.\(ed to imagTne dm you can merely driksr with dm 
present mstimdons and procedures of the EU to make it just ahod still wodt with 
twenty members (adding, say. just Cypnu, Malia. Poland, Hungary and tl^ Czeefa 
R^ublicl. The strucicnU changes we uow should ai least potEndally be 
enensibk u> an EU of twenty five to thirty states. 

Thai leads cn to HOW: 

*A2 eoiargemems ate dx&ereat but some are mom difTereM than odm. This one is 
paiticniariy dif!ereQiduetoU)(heauziiberofpotetitaJ appHcanis; (b) the fact ttoumost 
cf the appbtcast states arc pcst-cominimist. with ecoDomieiS su^cring 6nQ specui sorts 
of both under^ and misdevelopnian, iochtding the ladt of private property, capital. legal 
Iiainewoik etc; (c) the geopollacaJ coosideradoa of the relanaoihip with Russia. 

*The cuneni ^ White Paper and 'pre'accesston strategy’ do not provide either a dear 
enoDgh timrfahk or clear coongb coierin for ^Jplicanu. insmad, they start from a 
maHmjdlst catalogue of what ap^aat coumnes wqild have to do were dsy to jom on 
ihe pmscat terms of monberahip. Oa die most imcipreatioo of how ftr md 

fast even tlie claseat East Central European states couid advance in the stntcotial 
transfotmattonofthe econoDiea. and erm^y of tteagiiadtuiai sectors, and the most 
oponnaic interpceiaiiQn of how far ihe picssit EU could progress is cefoaniiig the 
CAP. smicuial funds or reregociaemg the budget the two still won’t mm. 

more itmovadve, flexible and focussed ^ipioach is (hesefore for. Among 
many pmpceais touted [ would liag te out two: 

(DPeter Bofinger^ a proposal for a 'conpreheasive strategy* coaceaoating on 

trade Lbetallsadon. Bofroger pioposea moving from cuncat libentiodoa is foil 
removal of all specific safeguard clau^ and aetz-dumping measures <m bodi sides. Hx 
EU 'woDld treat assomate membcis in its trade policy like full membos', for a fiv^year 
penod, doiiDg which, however, the associates would have oc voting powei in the 
council and no access to the CAP and str u c nira l funds. 

(2)Tbe proposal nude from various quarters to move forward from (be present 
‘stnictiired dialogue* to a polzdcal ’partial membenhip’ in the trazuidoa period. 
for Kumple. seikted aspwis might pantctpaie in parts of the inrEr^goveniiiuaital 
secGQd ard ihird pillaia. Since these are uner-fovemmental. and since id psrtictpatt m 
one area of umnignmoQ policy orCE^P action does not reqoifc pafttdparian m all. this 
drould be rcasible. Other pohdcal staging posts might ieclodc observer soma sn the 
IGC or EMI. and, more imaginadvdy, a bM of ’dry run’ p&ticipatioQ in Eurepeas 
eleaims, producing elected MEFs^-waitiQg far Us seat Earopem Pafliament, 

*Rnlh ac^lgratEd OwA anri jW/Avif pawti^fyftinn, SK 

imponact ways of moving towards mlargfaiifTn. Whu oegotiadons open sfrer the end 
of the ICC, however, die subject of tegotuanp will be full nsmbeiahip. But whar 
exactly does ihat tnean? What is the mtiwmign <}f membership? Given tlfi near' 

iZDposahiliiy ot seeming (he consent of ah curroit member stams to the huge xUed 
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^Qsa of a M Eaa. Batcpcm (4« 6, kt alooe lOf) paxodpanoA si CAP & smictaral 
funds^taicepUiata^ a basic qiaiiflcdtkia for mmtszsaip isuposipone otsste^ap 
for maoy years. Tbe appiicams would cleariy have id sign up to ifae ccmmercial 
'technical and legal rules and obligaciotis of those economic pans of (be C^nucirbces m 
whicb (bey did fully participsie. Bat we should be pcepared to consider evoa longer 
ecoocmic [ranaboi penods covenng eves witkr areas than we did for the soothem 
enlargement (including, for emiplet oarsiaQaal icauictions on (he free moveman of 
labour). 'Hie essenn^ miniminn of membeisiiip is poUtical'. a soleom and biodng 
commdneai u> abide by the rules and procedoics of political, aegodaied casQict- 
rrsolutioa which ace at [he heart of what the EU has achieved 
^Tbeir'is an obvious probkoi; iiat the oew mssbeis niigftt then participitt, via 
Coun^ CotmuissiOD or Paniamcct. in dedflons atnnt areas in w^iich they did not 
themselves ye( participaie. Caold this be met with a con^nnaiioa of suspended vodng 
Tights on some issues pins a raii-niati-ri guess chat they would not sway (be decisiop 
substaatially os others? 

*Ttii< Qf oouiK depends on the vtTting anangenienu in force. Here is one of av^cal 
points on which the insamaonai reforms under discussioc in the IGC an * or shoold 
be - tzuciai (□ eniargement. Variants and areas of (doable?) qualified majority vociag; 
balance between Urge and <TnaiT suies (giveo except for Inland and pertiape 
domafiia, all die first Central and Eejd European 10, and, of course, Cyprus and Mal^ 
are siziail); the number of commissicners; in and powess of die l^diameot, etc. 
Pace British Euioscepucs. who favour enlar^ent-as-diiutiDa I submit [h£ 
enlai^emeot requires a snengtheong or ‘decpeniog' of existing £U instinitiens, an 
c^oensiOQ of majority voong, and a idahve reductioc in the bloci^g power of existing 
member states. Otherwise, the EU of 20+ will just not wort. How ^ how ouich to be 
debated, but the basic thrust s ew u s to me mcoatestahk. 

*For fan, but also quite senousty. dice is ibe isue of the cumber of wgrtzeg 
languages. ECJ muldpk-Iahguage interpretahoo as Keynesian job-creadon measore or 
EngJiat for all? 

And WHEN: 

*It is pohdcally imperaOve that at least one or two slates banc tbe pcospea of joining 
within the next one or. at the most, two rigcrotal terzns of their pnriiamfnts or 
presideais. it doesn't have to be *2000'. '1992' showed the magic even of less lomd 
target dales. '2002'? 

'It ahooidn't be aQ at once, but it should be the begrnning of a process open to alL 
Compeodoa and the fear of bemg led out are healthy, the sense that a line has been 
draws and you are the wrong side of it ts ooL 

THE POLITICS OF ENlAIlGEME.Vr 
1. Central and East European Pi:Hltl€s 

* TUe *100110 to Europe'' thai cescil slogan of the vdvot revolmims of 1989 > nx&ama 
tbe cenrai .strategic political orieoiahon in Poland. Hiingaiy, the Cze ch R^ndilic, 
Slovenia and the Baihe States. Pest-communists have accepted it It is regsnied ss 
cnicial to the siabihsadon of their dcinoczacie&, the successful madeebsadoc of their 
economifis (especially to stsacting faiogD capiul), and the elementary security of 
stake, both from outside aggiessioD and Irum itueznal 'Eoropc' remams 

eveo more unpoftau (o these counirics than it was u> Spain, Pormg&l and Gxeett in 
thsir traosiiioos (tom dictatotsbip. El sew h ere , for exaenpie is Slovakia, Romania or 
Cmana, ibis ocieoiaziaa » cectestfid by iznportaiK politick forces. 

•Even in tte closest and most posidve cases, however, ihere is wide^tccad 
disiUuaiaamehi with the Europe of ilk EU. Pmly this is (be loevUable disappoinunem 
of umealtscc expecianoas ' oothiDg could live up to the Europe of dte^ idc ah . s ti c 
rif yams Partly it is a reaction to the social costs of ecooomic sansfannadoo, which as 
associated widi the West’ and ‘Europe’, Pauly, however, it is JuatiEcd by the re l uctan t 
resbonse of the EU. and espcxnally ihe slow and uneven opening of out mazkets. 
campaied with the rapid opening of theirs. 



cacnat therefore, cooot os ttns Eoropeao cneasanoo lasting indefimtiy. 'He 
alter^ve is always present Tba poieimal for tenaons vuond Obtac 
aunonlies becGEniog icier-sUB copilict aieEche& into CaOnl Ecrope 
(SloYakU/Koosary, FoUad/Liihcuaa). 

^Thc lajiesi ^nt-nmner, ?oUiu4 has a spedfic political problem; a lazge, veil- 
organised peasants* party w^b csnently resists modennsiDg cefonns of agmtnlrnie. 
Some younger figures in tbe paity do lecogrtise tfae eecessity. At ame time, this 
leastance is one factcr pointii^ cowards an altacaiivB coalitiop liotwuai poit- 
conuouoisi diid post-and-cQmniECii&t liberals, as has already happoicd in Ktmgaiy. 
*Ccn]nl end European new memPro would piob^ly fayosr the inter- 
gnvp jmncjrtalbrt father than the fedgaii^ onenarm instde (heEU. VdCkvKlansiS ds 
obvioQS exsnne case; more Hiatcbente th^ Mrs Tlaicbcr. But eves left-llbaal Poles 
and HuDgoiians aic wary cf suntiulenng too mocb of tbe saveieignty which they only 
rccouly tc gained, aTier long bong foioibiy deprived of iL 

2. Welt Earopefln Politics 

*Tte argumeoi for £U ralargemeDC is won in prioaple. This was not true Sve yesn 
ago. No-onc now says 'fto'i they say ‘yea, bv'. Or, in pnvam, "il foa toujoun en 
a jamauypmer', as a semor French busmeaunaQ hackly put il to 
*In prac^ there is immense leiuctacce &Dm a majodty of number siatea. Who is 
dcaijy for it? Cenoany, most unportaDdy. Brioia - bui that’s a mixed bleumg for dc 
project's reception elkwhem in ihc Austria. Ffnland Sweden? Bui Francs, 
crudilly, hpSS Ums far bpcq most teluotant, fearing dihmon of the pieseot coausuoity 
and its own ipfimvtta withia it, a shift of its eeaim of gravity eastwanl, and, of course, 
FT^Dcb farmers. Spain. Pormgai, Greece and Iialy worry aboiu dm potEodal loss of 
fimn^ai oaosiers from commuimy budgets and about East Curopean a g d cn l ta ral 
Imports. All member stams wony about competitioD from goods {^ooed by East 
European cbe^ ittrrUed labour, and a further inflow of that labour itself, wta both 
coujuDCiural and structural unem|doymeat inside tbe EU are so higb. Ibey also worry 
about a too rapul eoiargemeat inducing the EU to Me more ibon a &ue trade xzjoe 
oversEC] by a League Of Nations • the BiibshEuioscep&cs' dreamt 
*GennsDy's poUti^ fiifc now has a Bim consensus oa tbe propositios thac eastvanl 
eolargemeni s> inrludc. at the very least, Gennaoy's iTnrniyita» eastern neighbours, is a 
vital aati” n"^ ioteicst. Ptiblic optnicahas yeico be convinced, as do Genoan fannera 
and trade umonisa As f>nnan direct isvescmeoc Id Central and Eastern Europe gzuws, 
and as Gezmafi maaufactsrers move their producticia across ihe boedera to (be ost, so 
this siicagihecs tbe lobby foreolargemeni, and for trade liberalisation now. 

*The crucial qtttshon for the of podcal will inside the EU is the French 

posihoru In what ducamsiaaces might this become mote positive? Are tibes implicit 
tiade« 0^5 with Germany: eolargemem for EMU? east for south? I look focwml to 
hearing from Pierre LcQoocbe. 

*CIoseiy tehued ta the above: what prec^y am the iniaconfificdons with EMU7 Of 
course there is no tDcoo^atibility betwm EMU and ealaigmimt, bat are 

ifrn* not prtt:txal tensions? Starting with a voy armrir one: that dm ccaaptex and 
difficuli business of prepanng for enUrganem requires boge amounts of pohddaDa and 
offidab' time, for which ihe coicplu and difScoU buamess of ptmung for BSfU 
competes. Cau we really manage both at tmcc? On de ocher hand, if Qidl goes ahead 
teTwcQi a cote group of member states k inpliaa and requii« a Wanable geoaetry’, 
wttfiher COD- or polyceutnc, which arguably makes it easier h) eaivuage die mote 
Qcxibib airangemeats for new membera adiuobrated above. On the thcxtl hand, if EMU 
taih thea we will be desperately in need of anoiha iarge undertaking, to counter what 
could be a corrosive and dangerous sense of crisis aioi^ the whole European project, 
andcnlaigemenLis the obvious one to choose. 

*The cuartecnon with tbe uisdtuQonal tefoens beiag ucgotiaied b the ICC has bees 
{l iyuitiWd above. Tlieie is also a close coonectico with the stsengtheoing of c enunon 
foieigtL security and defcucc policies. Bosnia is defimiely not 'solved’. Other Bos ni a n 
remain possible, less so among our irrerw^tiaR castetB neighbours, but much mom SO 
among immediaifi [leighhouis. Pamcipaxioa in coard*naiM ^European* actioiu, 
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LJider whatever piBnse auspices. Isnoijo^ soioethini ^ can ofibr diem-aa a piece of 
Lie enkr^menl cake - but ktnediinf t&y can do for us. Wiisfi&s, in a small way. (bar 
partidpaocn la Bosnis. Ai tbe same dme, relatiOQS with Ru&tia, Ukraiae and Itnkey 
should be intensified - with the icsoger-teos p e rspecaA>e wisely - so that the 
politics of iucimion aie cot received as the politics of <■cc:i^s^f>n 

3. Global politics 

*Beside the oovious qucstioit of Che ovenll size aod weight cf the Emppeao nadiog 
bloc, vj-a^vLs Asian acd Amcncao mac is ihe quesdon of wonomic t aodela aod 
compeizQveiiess. Eastward euarsement to posL^ofsiDtaBst ecoocoties could 
[WO pcssibie directors is the Euiopean pciihcal ecoaomy. EL* policies, 
isdudiag PKARE'Snpponed programmes, couldsuppi^ the coaveisioii of Slili bloated 
pusKommunisi wclfaro states isio a veraioii of the cucreet Rhenish social dgno ciattc 
model of ‘sociat market eco^Offly^ Aiteroaiively, dynamic cheap lahovr competition 
Cesnai and Easiets Euntpean could be a spar to iamosify the ittatess one of (hat 
model in Western Europe, enhasemg all-E^peas global compeotivefless. As 
mesdoned above, many Western manufacturers are already voting with thdr planes. 
•The issue of BU enl^emeot is plainly inseparable from thst of NATO eolsrgement 
How docs a fast or slow (rack fer one affca a fast or slow track for the oiha? Wbai 
about a (pre-Chirac) Fxocii-sryle or a noo-oucicar'SQBoaiDg memtetship for Poland? 
How does Uiis telate to SEreogibening a Europeao Tillar or defena identic'? If. with 
(wo eyes on Russia, we are to say to Poland or the Rnpi^Hc ‘cone ism NATO 
when you come uito (he EU±cn wc need a much cleaicr dmeiable and ccieca fOr the 
£U cnlariCBieftL Do the NATO ealargancni first, Sfid both thai tiiDe-prwsure and tbs 
new members'security conoeni becomes less acuic. Tbe crmich foi a parallel or tanden 
approach surely comes with the Baltic stales. On poiiizcal and ecmo n ac giotmds 
would be well up in the second Line of potescai EU members. But can anyoK iraagine 
Russia, with its ptesoit politics, accepting the Baltic states' membeisfaip in NATO? Or, 
for ihai matier, the US Congress agmemg to oStt the Baltic States (he full NATO 
secuncy guarantees? .Neat logic agiin ciashes with untidy life. 

TGA, 14.v.9ti 
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For exiiuplc. China will won Qvcrtake ihe United Sales as tiie world’s Jargesr cmiiter of 
^ccnhousc gases, Clearly, oo cffon to mwJeraie the damage w the gbhaj eoviroomeiir can 
hope 10 siKc^ unless Chini is fully 3 pan of it, Despite irueose imcrMi in raviroomcnaJ 
isMe? uj Europe and North America, however, no concerted intenaiLonal effon to engage 
China in environmental diaicgue and cooperation has yet been mounted. 

China's rapidly growing expons and internal market continue to develop to a considerable 
extern outside the nonns of the global trading system. This is creadfig vested interests in 
pattenu of Chinese eccnoniic behavior chat disrupt and damage trade aod invesimem with the 
industriaj democracies. The fact that China is not a member of most muJdlaierai reguJawrv 
regimes leaves Beijing free to ignore complaints froin its trading partners unrii they escalate 
into bilatmJ coniromaiion. In such raw tests of power, only a major trading partner like the 
Lniied States has much chance of prevaUing. As China’s economic prowess grows. Beijing’s 
argaimng power will also grow, mabng bilateral solutions to problems with China that arc 
or wider intcmatjgiaJ concent even more problematic. Yet the West has no apparent 
strategy for achieving China s integration into the multilateral institutions it hopes will 
regulate the post-Cold War intemarional economic order. Almost without exception, 
trsiimtions formed since the end of the Cold War have excluded China. 


China is already an exporter of high lechnoJogy goods, many of them with military 
applications. As the Chinese economy becomes more sophisticated, such exports will greatly 
increase Clearly, no effort to regulate rrarfe with 'rogue stales" or in technologies relevant 
to weapons of mass desirucdon and their delivciy systems can hope to succeed if China 
remains outside ii. The limits of what can be accomplished by bilateralism are already 
Consider, for example, the decidedly mix^ record of unilateral American 
attempts to reguiaie exports of Chinese nuclear and missile technology to Pakistan. As China 
grows, Lhe bilateral (everage of the United States and other couinries over it can only 
dimmish. Yet there b no effort being made 10 bring China into raemberahip in (and hence 
into compliance with) the mulnlaterai regimes that attempt to regulate the international 
iransler of sensitive technologies. 

FinaJly, China s opening to ihc outside world and the coitcomitanc collapse of Chinese 
loialitariamsin have allowed the emergence of tramrutionai Chinese criminal gangs. Such 
gangs are now involved in the drug trade and the smuggling of Chinese emigrania under 
conditions approximating those of ihe eighiceiub cemuiy African slave trade. They are 
developing linkages to organized crime in Russia. Europe, and the Americas. The M 
cooperation of the auiborities in Beijing with multilateral institutions like loterPol is essential 
to deal with these problems. The Asia-Europe Meedog has created a multilateral fonim 
joiiung European and Asian customs officials in discussion of them. Yet the principal 
markets for drugs and destinaiion of iUegai migrants are the United States aod Canada, which 
are not part of this forum. 


A persistenl problem in dealing with China i$ the Inability of the central governmciu m 
Beijing to obtain the compliance of proviiic:a] and local authorities with the agreements it 
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concludes with forei^ goveramcras. The currem difficuJtitM over intellectua] propeitv rahts 
^ d ce« pomt, Chm Udts the legdl including the court., truined iST 

ti'velapetj countries can reiy upon to ipfemnn 
E''*0’one knows this tote the c^ Even the 
-"to doing so. Yet there is no ooaterted 

ntemanonal effon underway to aid China in lew and administrtutve refom or in public 
adimiustt^aon and judkiaJ caicing. ^ 


“'"“sy by which to promote China's adheteiu:* to the nonns 

SStnro tf ^ " e^aily striking given the success effoits to imegrute 

Oun^nto the world order regutered in the IWOs and 1980s. China can, of cout»te 

"’'i =«u?>aon fhwi the roles applied w other 
to a etui, the mcord shows. Chin, «rks hard to 
iw^dJ^de. *pply *e chib rules, China's socitMCOnomic ttansfijneatioo over the past 
o decades owes mueb to its admiswon to instimtiom like tbe IMF. IBRD. ADB and ihe 

they^of-^ ascucies. and to ib subsequent adoption of the modes of analysis Ind policies 

The lack of a Euro-American (and Japanese) smtegy for speeding Chioa’s latemdoa into 
global iBsututioM ^ Chinese effective application of global nonns is potemially very 

^ involved. It cannot be b (be worid'a intcra: to wait ra begin 

^ =«« system of China's rise to wealth and 

ProWems are accumulating, not diminishing China’s bargaining position is 
strengthening, not weakening. * 

TTlte FoUtka-AfUitmy ChaSenge 0/ CMna 

^China's ^tb grows bo* its miUtaiy power sikI politicaJ influence are also growijM 
™kk? ^ ^ Asia-Pacific region are well understood by China's 

wht^ fiwn cio«r tie. with Omu 

*” atcomniotUie it poIiiicUy, China now 

eoj^ Its most coi^erauve rtJaaonr with Southeast Asia in 500 yean China’s letailons 
with Rttss^ are the most mutnaiJy respecdUl in over 300 years. 

Europe 3 grai: powcu. are the most satisfactory to U in neatly mo centtffi^' 
^Umg s relations wiA New Delhi are the least strained since the 1962 Slno-Indian bolder 
w. Its relat}^ with Islamabad and Dhaka are as sound as ever. Desade an audible 
u^dei^t coDcero about China, SintvJapanere rdatiom art as good as they 

Chin, is now the only grout power to teve h,d major portions of it, hLttoricl temiory ud 
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cjosCT to them aol «venn»Uy accepting their leadership of a loosely reunited China Thw 
sought to promote mwrdcpeodence and dialogue across the Slraii to advaoce tfcdr Jodb^ 
objecave of oegodated reimiiicauoii. 

By 1995, however Beijing had tecome deeply concerned that Taiwan’s democratic politics 
were cemen^ on the quest for an identity separate from China. Reawndmg to pcimlar 
opiraoD on ^ island, the leadership in Taiwan began to provide induccmcnis to dUrd world 
capitals to allow the establishment of Taipei embassies alongside Beijing's dipJoinatic 
representauon. Taipei redoubled its efforts to upgrade its representation in (he capijaU of 
great powers. It vociferously sought a separate seat in the United Nations General 

Aj^moly, Tlie Taiwan leadership launched a campaign of nomiiiaUy private 

pohucaj iravei abroad to raise Taiwan’s internanooal profile, Beijing covluded that Woci 
was beat on aojuiring the amibuces of indepeDdem siaiebood on the djplomaiic instaltem 
plan. Notwithstanding TaipcTs protestations of fidelity to the principle of -one China " 
Seijmg saw Taipei’s efforts as crafting a basis for long-cenn separation from China. 71125 
conclusion was buttressed by the min opposition party in Taiwan's open espousal of 
indep^ence. From BcIjing^s pcnpective, Taipei's actions threatened to alter the status quo 
in such a way as w preclude peaceful reunification, ^ 

Taipei s effocK to expand its options gave Beijing a sense of urgency about the Taiwan 
quesu^ It had previously lacked, When political waniijigs failed to deter Taipei. Bcijimt 
resort^ to^timidapon i^gh military measures short of war, such as werc^’and ntissiie 
tests to ui^fSCOTed Beying's ability to strangle Taiwan's ccoDomy. These measures were 
intended to force Taipei to reverse courw or to come to the negoiistijig table Chinese 
posturing, b^ver, belatedly evoked countervailing shows of force by the United States 
neutralizing Beijing's pressure on Taipei to negotiate. 

naval deplaymems were undertaken w underscore the longstanding interest of the 
Umted Sates tn a peaceful, rather than violcm, settlcraoit of tlte Taiwan question by the 
Chinese ihemsdves. They were not intended to signal sup^ for Taiwan indepeiKleiicc 
Iroiiicdly. however, by maJdng it clou to to United States would counter and olfsrt ' 

Beyiags use of measures short of war to force Taipei to the negotiating table US actions 

have greatly diminished to prospects for peaceful reuaification. If Beijing force 
Taipei to to table, and to United States will not, it is highly unUkely tot Taioci will ever 
n^ouate. From Beijing’s point of view. China now has only two options: doto nwhiiu! 
while Taipcj works toward a -two Chinas" or "one China, one Taiwan' outco^ to 

war for reunitonon. despite the danger tor the United States might be diamd into to 
conflict. Revising this calculus is now an urgent task for American diplomacy. 

in China sec to Taiwan issue as a quarrel among Chinese to be 
itmtC ^ Chmere without foreign interference. Reseticnem of American iittervewion in 
fi imernal affairs' cs high. Bdiing is on the verge of embarking on to lOM-ienn 
military build up nccessaiy to acquire the afiUity to overran Taiwan even against U.S. 



population detached from ii by the raiiitary interveoiior of other gieai powers^ - European 
powers in the cases of Macao and Hong Kong. Japan and the United States in the case^ 
Taiwan. Beijing ia detennined to reunite these disparate OUnese societies unlcr a siagic 
sovereignry, if not a single politico-ecoRonitc system. China wid accoinpiisi) such 
reunification through negotiations, if possible fas it has proven to be for Hong Kong and 
Macao), or by force, if necessary (as India did with Gca and Indoncsiii with Irian Jaya and 
East Timor)/ The peaceful revenion of Hong Kong and Macao to China will occur in 1997 
and 1999, respccaveiy. The question of Taiwan’s relaciojiship to the rest of China remains 
unsettled, 


China is also the only great power to Jack secure and recognteed borders with most of its 
Mighbors China has now senled ail of its inner Asian frontiers duuugb negotiations with 
Russia and the newly indepcndcoi Central Asian states. The list of Chinese border disputes 
remains, however, the longest such list in the world. China has unsettled economic zon 
fscabed) boundaries with both North and South Korea, It disputes the Senkaku for 
Diaoyutai) aietupciago with Japan. China coniesu sovereignly over islets and reefs 
t^^om the Saith China Set with Vietnam, the Philippines, Brunei and Malaysia. Jis 
ciauas to economic zones in the South China Sea gcoerate a seabed dispute with lodonesia 
The Smo-lndian bonier has been established de/acio but not de ;ure. China is determined to 
define secure and recognized borders with all iheac neighbors by negotiated tenitonal 
adjustments as in the case of its inner Asian fTomien, if possible, or by military action to 
derend its sovereignty, if wcessary, 

Unlike rcunificadoii with Taiwan, none of these border issues requires major cerriiorial or 
politico-military adjustments for its resolution. Sino-Korean differences must in practice 
await Korean reurufication for their resolution. Neither China nor Japan has so far seen my 
pressing reason to address the que^on of sovereignty over the Senkakus. A SiDo-fiilian 
border sertlecient is implicit in the statue quo and could be fonnatized whenever tbe two 
Sides are politically uicliiied to fonaalize it. China’s full accqnance of the Uw of the Sea 
Treaty (expected to be raafied by the Naticcal People’s Congress later tills year) will provide 
a legal framework for ncgotiaiion of claims in the South China Sea. China ’s neighbors have 
few concerns about its acDons la the sbon term. They are all coscefoed, however that 
Oiina s military power relative to them is asadily growing. This has given them an 
mcentive lo explore solutions to territorial issues tliat China has heretofore to lack. 

The reemergence of military tensions, including Sino-Ameiican naval confromatiob, in the 
Taiwan Strak has changed this simauon. Until 1994-1995, Chinese leaders (like roost 
polmcians m Taiwan) believed that Taiwan had onJv two conceivable futures: the status quo 
(as It might be amended by itossStmi interacrion) or reunificaiion. In these cireumsimces 
Beymg felt no «nse of urgency about the Taiwan issue. China's leaders could live with the 


' JapiQ, of course, litipuiw Mvercigtuy over ihe four 'Mortwn Wands' *tih Rimia Spam utd (te 
L-npicd Kingdom have diffeiercei over Gifcralu;. These disputes do ooi. otvgN, signiftc-oi poputadona w 

fXKMive tefntoriw. Nor do diey fjave ^bt omodoiul force of Oitra j claima u Macao. Hori Kai». ud Taiwan 
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opposition Chiia's recsnt embrace of Bucsien positions on various imemuioia! issues 
including NATO expansMii. provides j basis for espjjided nuJiury cooperation with Ru’ssU 
while caJmmg China's nonh^ flank. 

As Baijiiig increases its miliwiy capabiJiues against Taiwan, it will not abandon its efforts lo 
aJueve rcuiuficacion by pcaceftil means. It will coniiiiue to attempt to i^riTnid^^rf Taiwan 
mio ccgoiiadons while seeking to miftmurc iJic resulting strain in its relations with tl* 

Lmiftl S^. At the same time, ii will wish to Jimit collaieral damage to its relationships 
With IIS Asian neighbors from tension and possible conflict in the Taiwan Strait As a rtoujt 

^n^^romisc on Sou* China Sea lemtoriaJ issues (and perhaps even 
^ Senkalcu dispute) as it did with Russia and the newly independent Central Asim^ics 
by dimimung potenaal sources cf conflict with the membera of ASEAN and Japan China 
CM hope to provide reussuraiiM that its aggressive stance on the Taiwan issue is suigergnj 
^ without wider implicaiioqs for the region. Beijing's most recere military pnxui^Kiii 
3 ^tc^ ^ ^ diplomatic overtures to Southeast Asia, are consistent with such a 

^ese ominous trends might, of course, be reversed were Taiwan to be persuaded that L[ 
should enicr mro active aegonanons on reunification with Beijing or otherwise provide 
convincing reassurance dint it does n« seek a future distinct ftom association with China 

^accommodate Beijing in this minncr. Kor are foreign 
governments likely to be willing or able effecbvely to press it lo do so. Taiwan will 
continue to attract Western and Japanese sympathy as a democratic undenios menaced by the 
conimu^ diciatorahip on the Chinese mainjand, This will stiiiiulare widening concern about 

tniincse military power - no matter whai Beijing does to allay such 

In Tctms of deployed forces and raw combat power, if not in terms of tcchnologicai prowess 
Of power projecuoa c^biliiiea, China is already the preeminent military power in Asia. 

(Tl» recently reaffirmed U.S. forward presence in Japan acd the surge capabilities it 
facilitates are a potent qualifier to this Chinese military ascendancy ) Chinese defease 
expenditurw have hereiofore been reiitiveiy low in relaeon to GNP. Most of Chiia's 
Mighbors (e.g Russia. Japan, Koict. Taiwan, and even India - let alow dw U.S. armed 
lorccs m the Westeni Pacific) have far more advanced capabUihes (has the PLA China Is 
detennmed cventuaUy to match the forces on its boiden. but has deferred militaiy 
modemization while baildicg the economic base for it. la constant dollars, Chii»e defense 
sp^g grew hydly at all over the past decade. (Nominal budget increases to keep pace 
iih lugh rates of inflation led die press to perceive increases where none had yet occurred. 
China s secrecy about its defense budget and force stnioure aggravates its neighbors* 
leodcncy lo exaggerate the growth in Cbitiese military power.) 

Tte relatively low pnOTity assigned to miliury modemizatitm over the past dfc adf and more 
reflected Bcijmg s judgment that the short-teim risk of a major conflict on China's boniera 
was slight and that a resolution of the Taiwan issue could, like the Hong Kong and Macao 
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queshoiB, be peac^ftjUy achieved. R«cnt evencs in the Taiwan Strait have clcariy altered 
these judgments. The Chinese dcfcare budget is JUcely to rise acconiingiy thtjugh the focus 
of PM modenuzation win shift largely ta building the evemaal capabiJi^' to conquer 
Taiw an. Strategic nuclear forces and other weapons systems with the capacity to deter U S 
inicrvenooD in any battle for Taiwan are simjlarly likely to receive much greater cfaphaaia in 
PLA modemizatioD. Notwithstanding Chip's singie-minded focus to its create^ 
emphasis oo miJitafy modenuzauon will accelerate iu acquisttioo of significant force 
projectiDTi and strategic weapons capabilities, speeding its emergence as a world, rather than 
just a regional, military power. 


Is CMna Anaiogciu to the Sovttt Union ? 


The prospect of a more powemiily assenivc Oiiiu inevitably awakens memories of the 
^Dt Euro-American struggle with the former Soviet Union. It leads to jpeculadon that 
China, like the Soviet Union, may disintegrate. (One of the unfommaie byproducts of the 
collapse of the Soviet Union is that, having lost their jobs, many Western specialists on 
Soviet affairs mmed to Sinology. Having failed to predict the Soviet Union's collapse, they 
seem detennined to aoUcipatc Chma's. Having given Moscow's iniendons the benefit of 
every doubt, tirey appear deceimined to brand Beijing as an enemy before it can reveal itself 

* mistake to draw many analogies berween the USSR aod the 


Th9 Soviet Uoioti was a muJtmaiicnai empire, established by czanst and communist conquest 
from Moscow. Its domiom Russian nationality was a bare majority within its imperial 
structure. The Soviet Union was drivea by the impulse to spread its kieoiogy wherever 
qjportumiiw presented themselves. To that end. if maintained a huge military presence in 
satellite states along its boiden. Moscow’s strategic ambidons led ii to provide eapeasive 
military and economic assistance to like-minded states as far away as Cuba aod southern 
Afnca. Rigid ceatraj planning ultmutcly produced a deelining economy unable to bear the 
very high level of military spending the Soviet sute demanded. Uadi Its final days, Moscow 
sought to overthrow the mteroaiional status quo and impose Its own, ratter thaa to join the 
eaisong imeraationaJ order and its uxnitutioas. 

By contrast, Chma grew to its prcseni borders over the course of miUennia of gradual 
eapanston and assimilation of minority peoples. The 94 percent of the Chinese populahcn 
who consider themselves Han share a natioiiaiisi passion for unity, order, and 
respect for itelr country's tisioncai borders. They have no sympathy and even leas 
lolftnnce for efforts by Tibetans or other mmonty peoples widmi these borders to e^cici se 
relf-dctciminadon. They do not seek to bring additional non-Han peoples into their polity. 
Comemporary China has no ideology it can explain to its own people, sdll less an ideology it 
seeks to expon to othen. If has no satellires and maimains no forces beyond its borders 
China's increasingly decentralized economy is the fastest growing in the world Its defease 
budget could be greatly increased without putting much if any strain on its economy. Ouna 
seeks to join the existing inieraational order, not to overthrow ii. 
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Mor IS China likely lo disintegrate as the Soviei Union did, Econooiic growth has inHi^ 
altered the relaoonsiup between the cemraJ and provineiaJ auihorities. As acquieitive 
individualism succeeded austere communitarunism as the mtiooal ethos, the 
Communist Party lost much of its dixipfiDC, along with its ideology. la the absence of 
govcmnwni insiitutions to replace ii, the provinces, ta some exiem, went their own way. In 
the earty stages of economic retorm, new challenges to govemmem posed by the requiresKOt 
to manage a tnarket economy were met, ;f at all, largely ai the provincial, rather than the 
national level. Beijing is, however, now well along la its efforts to wcate the cesnral 
insucutions oeeessary to manage an increasingly dynamic and incegiatEd national economy. 
Resistajice to this recentraJtzatJOii by the provinces has not led lo separaiist semiineat. On 
the contrary, the spirit of nationalism is on the rise throughout China, TOs jess 

likely than ever tba: Beijing will tolerate separatism in regions with substantial pcpulatioDS of 
ethnic nuntniijes, like Tibetans or Uighurs. 


Finally, the Soviet Union was a horrifying violator of the human rights of all whom it 
controlled. For all the Wcsiem pressure on Moscow on human rights issues, it look the 
course of the regime to bring about significant imprevcniem. Unlike the former Soviet 
Union, however. Chma is carrying out far-reaching economic and social reforms. These 
may <x may not lead in time to political reforms, as happened, for txaapit, in the formerly 
Leninist Chinese society on Taiwan. Nevertheless, i: is arguable that the course of events 
elsewhere in East Asia will prove to be a better predictor of China’s future than that in the 
Soviet Union. (If so, a policy based on protest of egregious incidents while assisting the 
process of instituiioual refonn in China, similar to the approach foUowed io Taiwan and 
South ECorea, could work better than a policy based on pres,sure and protest aiore.) 

la sbon, Beijing does not think or behave like Moscow when it was the capital of die USSR. 
China is not an unplacahle foe of the West or the world order the West has created. The 
PRC is unlikely to follow the USSR into disimegraiioa and collapse. The challeoge to ihe 
world posed by the rise of China is different. In some ways, it may prove more dauzadng. 

Conclusion 

Nearly two cenmnes ago. Napoleon advised his fellow Eurgpeam, '*[« China sleep. When it 
wakera, x will shake the world.- There Is now no prospect that China will return to the 
slumber of past cenmnes. The tweray-^rst century will see China rwurcc its traditional 
pnde or place among the world's societies. The question before lEufopcaas and Nonh 
Americans is not how to prevent what cannot be prevented. It is how lo ensure that the rise 
of China m the new raillenniiim buttresses rather than erodes the iDreraatJoiial system we 
^ve constructed with such difficulty in this century. To to end, we must urgently consider 
how to speed China $ iotegration into existing instirutions on acceptable tenna. Equally 
imponam, w« must decide how best to ensure that China's deierminaUon to rectity the 
borders imposed upon ^ the ages of impenalimi, fascism, aul the Cold War does not lead 
to long-term confrontation and strategic realignments adverse to Western inreresas. 
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Tlie sIcTw gTQvtrtb tpecat hairnsng ihe OECD countries ch^ngM qTpeariDCC as it uosaa liie Atlantic 
and the Pbcuc Despite the common provenance, these difTcring features nuke the problem of coping with 
^ow growth a t of c dlfficuh. Arguably, no grater challenge has iaced the Western democracies gi pce the end 
of the SffTwid World War. But uruke that peried, the shared norms which underlay the coftsimciion of the 
intematooai architecture of global coopemian are themselves ir questioiL 

The growth piojectiofts fbr the OECD countries o%er the nexi few years are b ibe 2-i% range, 
^igniijcaruly tower than the near double digit rates for many noa-OECD couetnes, especially ta East Asia. 
For most OECD couQtr.esfecccluding Japan) thne growth rales are not irtarkedly out of bnswith hittorical 
experienee since the mid-1970's So why the mounting conocm? One rea 3 oa is ri&ins unemploymeat in 
Europe and growing eamings iitequ&li ry in the U. S.. so slowing growth has been aceompaxued by increased 
inequity. More fondamcnmlly, slowing growih has added to the already formidable difficulties of adapting 
to two powive afid oogoiog fliuaural transfbnrutions the revolution in mfonnalion lechnolcgy and the 
deepening tntegraiion (globalization ) cf the world economy Adapting to change is far easier in a growth- 
friendly environmeni, as the experience of the £rs nvo decades afrer the War so clearly dcmonsiraiea. 

The remAiodcr of this paper will situate the growth erobiem is this broader coniasct. T will t^ to 
highlight four main issjes for discus&on: the role of rnacroeconomic polidea; the sources of lang-temt 
growth; increasing labour market inequality; trade policy and globalizaiioa 



While the two macnoecononic policy levers - liscdJ and monetary policy — do not directly detemiBc 
the bog-tenn growth rate or growth poiecti&l of an economy, they can iidluence shorter term ptfformaoce. 
When Che economy is growing beow its long-term trnid. an easing of dtber or both will increase ibe growth 
nue but nsks igniting udZadon ooce excess plsts capacity disappears and uranployoKnt ia reduced. Aa a 
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pfoocv far estimsmig thii ceilutg. econcnu^u have devrsed i measure tcnncd NAIRU (the oon-sccderetins 
inflflrin n rsc of uremployiiisit). While in (beory there are two macro growth instrumental in todays reality 
'Jtere is virtually no room for iUcal eaaing smce all OECD goveriimenu ace grappling with detacha. debt and 
pensions fbr the aging baby-bcviioien. So the macro oehareiocusesnn one queitiorr should mniMary policy 
be eaaed so Uut intertSC rates ^oli decline and growth can be speeded up? 

As a good cttipple of the oi fr cf c nces wiihin ihe OECD, there is a vigorous and beaied debate in the 
U.S. about iheNADlU Oa it 5-^.3 percent or 5.1 to 7.7 percent or —77). Tn layman's tensi is the Amehcan 
economy at fliU employrriem or could the Fed ease monetary policy with little or no c^foct on inHaiion? In 
Eisopc, by way of contrast, the debate has centred on how to reduce the bigh and persistent levels of long¬ 
term Of stmcniral UReniploymert - hardfy a matter fbr Central Bankers. Insol^ as the question of roonetfliy 
polity has been engaged, it has become imerrwinni with the policy debate on European Meoetixy Udon or 
EMU. More specifically, the quesTion .oas been can the fiscal cogsolidation necessary to tneei the EMU 
"convergence enteha" be oft^ by easier monetary policy and what then do we do about ecchangc rates? 
In Japan, where there has been sigmneant nxineury aad fiscal sasii^ in recent years, as yet wtih little poaiave 
impact on growth, the role of macro policy seems less and less relevant ia the face of an acknowledged need 
to overhaul the eflrire postwar development rnatid. 

So what is a reascnahle answer lo the question; does inacre policy provide some sort of escape hatch 
Ibr the slow grcTwtb dilannui? Al ihc hsk of sounding & shade equivocal I'd say "probably not*. The modest 
equivocation stems from rwo sources. One cCRcems NAIRU Since it is impoasible to estimeie a predte 
meaauc and soce structural changes such as increasing intenutiotud competition, weakened labour unions 
and growing coheero about job security may well have lowered sysioaic iafladonaTy pressures, the room to 
manoeuvre for skilled Central Bankers may have increased somewhat. But, &s an o^et. "monetary fine- 
tuujxtg" is now locreaungly constratned >y rapid fiitanciaJ market response to policy shifts. So the rqadest 
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room to mscoeuvTV in the U.S. is probably in tbc rang« of to 1 percentage points for perhaps as muck u 
a year. Beeauie the impact ofstructunlohange can’t be easily estimated and varies anon^ countries even 
this rough gvesi would be diflicult to ubstanbate. 

My second quniidcstion concerra fiscal policy. While overall fiscal consoaint b a givca for tbe 
foreoeeahk fiiture, thli does not preclude changes in taxation and expenditure deaigaed to wtha«y ionger- 
term growth proepecti by, for aampie, increasiog savings as a share of output This raUet a different 
question fiom the shon-term room-to-framoeuvre conundmni: how can govtrnmecta» by fiscal or other 
poltoea, influence the economy t ^wih potenr.ai? 

SoutVCT of Ggiwth 

During the Golden Age ^ roughly 1950^71 — growth rates in the OECD countries ^oulstnppcd 
their inter-war average. In Europe and Japan rates quacrupied, mainly because of cai£±-up with U.5. 
tecitnobgy and the reduction ofmdebairiera through successive ruundauf GATT negociatiocs. IntheU.S., 
dominant m both mass produebon industnea and new technologies geaefsted by de fen se ii.iiarch» there wu 
no room fer cau:l>up. but innovatiDa in the new high ledi sectors, as well ss ei spacd ni g world mariets, 
provided a aigoificani boost to growth and the standard of livirg of ail Americans. 

The marked slowdown ufier the ftrst OPEC shock in the mid-seveatjes stiniulated a reoewed 
iolereat among economists in a Jong-nedeeted subject uf eoor.ofnics, the suisce of grosvth — a subject which 
had greaiiy interested their dasvc foreothers (who were wimeia to the first Industrial Revolution). During 
the 197(ys and SI7s a virtual fiood of empvicai studies expicjred the role of utvesement* l^our and technology 
in gertereting growth and lisuig living standards. By the end of the 1990'9 the ^'ncvi' growth theory* began 
to chailenge the dominant ctto-d&sacaf assumpdon that technology was aaemgenous fiw good (mama fiom 
heaven) This has. in turn, generaied another torrent of studies about the role of terhnofogy, or more 
broadly, biowledgCy i& the innovatioii process. 




'iVhiJe ii wouid be prcm&airr lo asy that & £cw c onacruus bss cmeriged ibout the causes of growth, 
»today a general agrecmcm that tccsmolosy and the iiirK>vuiOG prooew centred in tbe firm ore the main 
engmes of wealth g eftem ioa. While increases in growth mpuis — savrttgs ind labour or human taptfal — are 
essential, a coodniing improvement m the eSciescy with which such inputs are combined (termed Total 
Faoor Produaivity or TIP) is the maia long run detcnniaun of growth and Izvtng standanls. (Indeed, wub 
labour force growth lowing m ail 0£CD couariB rvTuuart of aging pqjuladcii, the importance of iscrcasiog 
prTNlucnvicy is even greater than in the past) AaTable J shows, the sharp decline ofTFP in the 1970's has 
been hailed but the subsequent pick up in the 19S0's uid cariy I990's ls^ at hesi, cnodest This modest 
cmprcvemen is strikiogly paradoxicd since it coniddcs with accciereting change in iofonnation technoiegy — 
change ao per\‘Bsive, indeed, tkai sdbrmatioo i$ beeorning a basic ecoBomc reaautce and a force 
restruemring society 

This "productiviry paradox" has added sitpuheantiy to the growth poiicy dilemma facing OECD 
govttmienu. Technological change will raise long Term gruwih rates *• eventually. But in (he transition co 
a new growth path tbar wiil be a mLsrmich between the demand and supply of labour and, hmsce, stmenini 
unsuploymoi or other labour market maladies. An effective and timdy supply side response can midgaie 
these traitsiDOtial pro blems but requires signidennt sdaptauon of the educarton and traisiog infiastru ciure 
But that Tiiiiy be mere diiScuit than it appears at first sight This is worth explaining 

Cue ckuscterisdc of the IT nevoiudofl has been imrovanon in the form of the entenptise, as evidenced 
by the ongoing restrudurtng and the re-engineering phenomenon This enterpnse innovahon has already 
taken place in many mam&ctuhng sectors and has shown up in increasing productivity gains (see Figure 1). 
In the LJ.S. ir.anuaciLjrmg prcduciivity is sicnost back to its postwar rate. Thus, the drag on TFP has been 
ecttreiy due co the service iadustr.es, wruch have inveaed so heavily in the new technology with scant results 
by way of higher productivity GriDied. producthdey measures are hard to devne for services: yei the 
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specific tiainxng programnies bui about bow (o d^elop polldes of tifblong Jeanuag. The costi of &duie aic 
best summed up liy tbe term djgiUl'* divide ^ t cumuiative and poteod&lly irrevcraitle diviazoc of the 
warkf^rte axxt society into haves and hsv^nots. While QO OECD counny has developed a cojnpfthessive 
pohQr of b&iong leamn^ many have lau&chcd pilot projeas> often in cooperation with pirvete ^nos, ii«»nj 
bfoRuatioa technology in schools snd adult traiiiing. Whether and when tbeae ftxuU pn^ects will resull in 
ndicai refonn is impossible to predict. Moreover, effectivo prograimDes can be costly and la tbe policy- 
maldng process ahon-term coats often outw^gb long-tenn and essemiaUy iin cgfa ^n benefhs. 

The stoty to now has argued that ceither macro or labour market policies are fer she ^ow 

growth dilermia. The thrrd policy option is trade; will more open markets deliver the needed spur to more 
buoyant growth? 

"^You taught 77te hngvojfe: and/r^prD/it/^iniiff,/kpowkc»iocvrie '* 
iVilUam Shake^xare, "Thg Tttnpest'' 

Trade Liberalization, or more acoiratel) globaiization (see below), bpart oftbe problem, espeoelly 
fbr the least skilled But if the loser? could be compasseted (a big if) ii ^obalization also pan of Ihc solutiuii? 

During the Golden Age, OECD trade grew more rapidly than output a$ prewar border barriers were 
djsmaniled. Rising income usually leads to an expansion of trade but trade liberalizaQoo can increase tbs 
^ckney of funs tbmigb increasing compeution pressure and so trade can raise growth potouifiL Higher 
growthwill Increase trade. And voili^ the virtuoua carde of the Golden 

The contribubDo of trade to long-run growth poTenbe] depends on its contribution to total fartor 
preducth^. Iftradeisasignificafit proportofl of total tmtpmt in afry cr uftffr y. ifKr ra iHfig intra-indti^try 
vnQ stizmilate ianovabos as intcmBiionai rwalry for specaiized products intensifies. But, in general, the mam 
deterTTSoants of TFP. as noted earliej, are dotnestic polides. And trade is unlikely to aSbet either domestic 
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market policies oesgaed :o facilitate aaapeatioe ojkI miogttc the negative impact on the beer^ 

Getting ifw the ium v eDon policy debate would us too fv afield- Suffice to say that the conflict 
ufW im tPTifiwi technn^inhalifflti and tTrhnmnrifffiHiirga is &r frtWt settted. Bot tht taore fli nri a mwiia l 
diMgreenjent ^Wtian ihc OECD — the e as otse of the traoBatkatic divide — centrea on labour mtriect po ii ciff* 
A» sameone hai aaid irt a choice between unempioymem in Rirope and pov«ty in the U.S. nfis is a hit of 
a cancature, of course, but not loo fir refooved even from some icadcnic discussion.’ While recogniang 
i>»> friT mtw duEpiktipn to rttfacc Ae intoediments to aditiflaieni thcfe ia a atroi^ rductance to adt^t 
the tmich more flod^le Anwican labour market model Two arguments are made in favour of the European 
modd: high real waga are a ^muka to innovation and. more itnportantiy, the impact of unemploymem on 
/Tikiyi^rt can be more eadiy containad by policies such as training combined with wage subaidies, dc. 
Of caur^ one can question boUi these argumeois hut the issue of soctai cohesoD - a native "exteniality'‘ 
of flexibility - should not be dis.'iuswd. ti the design and evaluaiiau of training progrHxnxnes for the 
unexopJoyed. for example, it would be unportani to lake into account the costs of flfii training, sudi as 
cnminal activity 

More broadfy, the issue of the govemment's role in labour force training is now uadw review. 
Evaluation studies have suggested that nwiry programmes have little impact on unemployment. Since all 
OECD govenuneocs are under fiscal pressure it will be tempting — eapecially in the U.S and, via locatzonal 
compedtioc. in the other OECD coumnes - to rdy on private sector efforts on the grounds of effideocy as 
wril as flual prudacefa recoM aiticic in the Eeonoi«ta puts this case most STTongly^). Yet to do so without 
coDsidering the full implications of the information technology revolution and ’iie ongoing reetnjcturix^ in 
the private sector would be extremely dangerous The debate should not be aboui the costs and benefits of 


^ See especially CEPR, Unemployment: Oioiccs for Europe. London. 1993. 
* ‘Tiainicg and Jobs", Economijl April 6, pp. 19-21. 
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sa.vmgs or labour input is &iiy sisnicccuit fashion. 

a\Jt tfs important not to equaie mde libcraiiaaxion - xoainiy tb« iwtuction or e t i Tian a ri oa of border 
tjurien * vnih ^obalintioa, a term firsl used in 1986. Ir was rhe invcstniesi surge of tfafi I98(ys, moat of 
it b ca^Htai- and technoio 0 y-inMn«ve sectors which began a new phase afioienttlional interdepcadence Of 
deepoong imc^raiian of the giobaJ ewnomy. Whik the investment surge of the tosood half of the i980'j 
slowed dewn in Che carty I990's (because of recetsbe ia Itey coumries) it has started to ptdr up agaia with 
a decided tilt to East Asia. 

For the nmitinattooaj encerprisea, mercaibgiy the donunact global actors espcciaUy in higb'Cech 
sectors, market entry by treani of trade and icivestmcat is cssestiB) in order to capture economies of scale 
and scq>e> customize products to satisfy coitsumer tasLes and generate inter- and iocia-corporaie networks. 
Thcae networks, which distribute dfereni parts of the produciioo process on a regionil basis, arc cnoit 
evidM today m the Japanese electrontci sector in East Asia, but are rapidly spreading to other manu&ctunnA 
sectors. TTiis has raised ftara of "hollowing out'' in J^sn. Does it matter wWch part of the production 
process is located in any given country? The "bollDwing cut" syndrome and the prolderasoo of iRCcatrves 
(or "good'* ut v es mien t suggest many countries believe it does. 

All this rna clw that traditional trade models are inadequate tools to estimate the impact of 
globalization- For the MNEs from the OECD countries increasing LberaJizatioQ (which includes trade, 
investment aod a numbes of domestic pohdes) will spur compciiciveness. But it'a not clear what the effe e 
wouki be onimnobiic fsoora — i.c., labour - in sny gtven couatry Nor is it dear how the baefits win be 
disthbuted among countTien Thia, as we havealieady noted is likdy to create caofhct between a globalizing 
corporation and tU home or host countty. for the OECD enunthes as a whole, however, mcreasing 
spoo^izsiton in aoaora of comparative advamge “ high tech manufectumg and services - would improve 
thdr terms of trade and thus they living standaidi while raising the Lving standards of the newly- 
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iftdusiri&iiziflg coum/ies lit suov giobA^iotion izuty exaccrtate problesu of stmctunl idjiiamMai in the 
OECD, and caoQoc provide a panacea for hi siow growth problem, but it ij m^tdy begg than the logical 
slteroatr/e, which ii new forms of proteettomsm 
ConduaiDH 

rm lemiTted to sum up tMs papg by recalling a saying about ecoaonusts: 

"'When aa oconornist admits there's no qv»dt fir be (or she) meoos there's 
probably no iong>tenD sduhon." 

But IhAt's not exactly what I meant to convey, ahhoiigh I would admic that the review of policy 
options profihred more qucsdons than answers But let me uy to cl&nfy what 1 realiy mctiu. 

In theory, the recipe for boosting growth is no great mystery: Increase savings^ invest m htunaa 
capital, promote global Hbvalization of trade and Investmeoi and in^nrove producaviry. Tria» the resuhi 
wont appear for a bngish time. And. also trua there will be significam transition problems which may 
produce serious soda] a&d poUncal fallout Sut these tranaidoQ problems can also be handled: compensate 
the ICMnand improve the adaptability of the lostitudoxial ar.d enduatnd mfiaatructurv Of course tMi wUl 
cost money and fiscal mnatrairt is esseoual in ail our countries. And iocazioiul competidoQ among our 
diSerem matiiet models (and, yea. East Asia as well) does create some difficulty in reachmg a shared view 
of road ahead. But. let's not forget that our founding faihere created the OECD with tiuce ofajeciivea in 
mind: growth; sodaicohedon; sod dernocracy.' We all know agreoeect on objectives is firaytng. Butaurdy 
Strong leaderahip^ which created the postwar ardtitecture of interBational cooperation, esn redefine and 
renew a shared vision of the road ahead? After all where theres a will there's a way. Isn't there? 


* For a full expoartion see Rolf Dahrendonf, *routuiations of Democracy''^ The Responstve 
CommunilY, Voi, 5, fiuuirneT 1995. 
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Pndaetivit7 b Biuiacss Stctor 
Ptreemagc chuges &r anmia) races 



Total ^ictur ]iroduccivicy | 


1960-73 

1973-79 

1979-94 i 

UnicfidSCAca 

].6 

-0.4 

0.4 

Japan 

5.S 


1.4 

1 - 

1 Crcnittay 

2.6 

1.8 

0,4 

France 

3.7 

16 

1.3 

Uafy 


2.0 

0.9 

1 United Kiogdoc] 

2.6 1 

06 

1.6 

: Cacadi 

2.0 

0.6 

-O.l 

Total of above coxmtnes I 

2.9 

0.6 

0.8 

1 Tots! of ill OECD wurtris 

2.9 

C.d j 

C.S 


Source: OECD, Economic Outlook. December J99S. 
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